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GAS and Circular A-133 Developments—2009 iii
Notice to Readers
This Audit Risk Alert is intended to provide auditors who perform audits under
Government Auditing Standards or Office of Management and Budget Circu-
lar A-133, Audits of States, Local Governments, and Nonprofit Organizations,
with an overview of recent economic, technical, regulatory, and professional de-
velopments that may affect the audits and other engagements they perform.
This Audit Risk Alert also can be used by an entity's internal management to
address areas of audit concern.
This publication is an other auditing publication, as defined in AU section 150,
Generally Accepted Auditing Standards (AICPA, Professional Standards, vol.
1). Other auditing publications have no authoritative status; however, they may
help the auditor understand and apply the Statements on Auditing Standards.
If an auditor applies the auditing guidance included in an other auditing publi-
cation, he or she should be satisfied that, in his or her judgment, it is both rele-
vant to the circumstances of the audit and appropriate. The auditing guidance
in this document has been reviewed by the AICPA Audit and Attest Standards
staff and published by the AICPA and is presumed to be appropriate. This doc-
ument has not been approved, disapproved, or otherwise acted on by a senior
technical committee of the AICPA.
Susan M. Reed
Technical Manager
Accounting and Auditing Publications
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GAS and Circular A-133 Developments—2009 1
How This Alert Helps You
.01 This Audit Risk Alert (alert) helps you plan and perform your audits
conducted in accordance with Government Auditing Standards (GAS or the
Yellow Book) and Office of Management and Budget (OMB) Circular A-133,
Audits of States, Local Governments, and Nonprofit Organizations (Circular
A-133). This alert also can be used by an entity's internal management to ad-
dress areas of audit concern. This alert provides information to assist you in
achieving a more robust understanding of the business, economic, and regula-
tory environments where your clients operate. This alert is an important tool
to help you identify the significant risks that may affect the audit and delivers
information about emerging practice issues and current auditing and regula-
tory developments as it relates to audits performed under GAS and Circular
A-133. You should refer to the full text of auditing pronouncements as well as
the full text of any rules or publications that are discussed in this alert.
.02 It is important that you understand what is happening in the GAS
and Circular A-133 arena if you perform these audits. This alert assists you
in gaining an understanding of key developments regarding these audits. Re-
fer to the section "The Recovery Act—Single Audit Issues and Developments"
for a comprehensive discussion of the many areas impacted by the American
Recovery and Reinvestment Act (Recovery Act).
.03 This alert concentrates on issues related to audits in accordance with
GAS and Circular A-133, collectively referred to as a single audit. If you are
performing a financial statement audit of a state, local government, or not-for-
profit entity, you may refer to the following Audit Risk Alerts:
 Audit Risk Alert State and Local Governmental Developments—
2009 (product no. 0224309)
 Audit Risk Alert Not-for-Profit Entities Industry Developments—
2009 (product no. 0224209)
 Audit Risk Alert Health Care Industry Developments—2009 (prod-
uct no. 0223409)
.04 These alerts can be obtained by calling the AICPA at (888) 777-7077
or visiting www.cpa2biz.com.
Audit Risk in a Circular A-133 Compliance Audit
.05 It is essential that the auditor understand the meaning of audit risk
and the interaction of audit risk with the objective of obtaining sufficient ap-
propriate audit evidence. For financial statement audits, AU section 312, Audit
Risk and Materiality in Conducting an Audit (AICPA, Professional Standards,
vol. 1), broadly defines audit risk as the risk that the auditor may unknowingly
fail to appropriately modify his or her opinion on financial statements that are
materially misstated. In a Circular A-133 audit, the auditor has a similar re-
sponsibility to consider the audit risk of noncompliance. That would be the risk
that the auditor expresses an inappropriate audit opinion on the entity's com-
pliance when material noncompliance exists. Audit risk and materiality should
be considered together for each major program being tested as well as for each
direct and material compliance requirement in determining the nature, timing,
and extent of audit procedures. In developing an audit plan for a Circular A-
133 audit, the auditor should assess not only the risk that noncompliance may
ARA-SGA .05
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2 Audit Risk Alert
cause the financial statements to contain a material misstatement, but also the
risk that noncompliance may have a material effect on each major program.
Understanding the Entity and Its Federal Programs
and Compliance Requirements, Internal Control
Over Compliance, and Assessing the Risks
of Material Noncompliance
.06 AU section 314, Understanding the Entity and Its Environment and
Assessing the Risks of Material Misstatement (AICPA, Professional Standards,
vol. 1), establishes requirements and provides guidance about implementing
the second standard of field work, as follows: "The auditor must obtain a suf-
ficient understanding of the entity and its environment, including its internal
control, to assess the risks of material misstatement of the financial statements
whether due to error or fraud, and to design the nature, timing, and extent of
further audit procedures." In accordance with paragraph .04 of AU section 314,
the auditor's primary consideration is whether the understanding that has been
obtained is sufficient to assess risks of material misstatement of the financial
statements and to design and perform further audit procedures.
Single Audit1 Considerations
.07 The auditor has similar responsibilities in a single audit. One of the
auditor's initial tasks in the planning process of a GAS or Circular A-133 au-
dit is determining whether management has properly defined the entity to be
audited. Chapter 6, "Planning Considerations of Circular A-133," of the AICPA
audit guide, Government Auditing Standards and Circular A-133 Audits, pro-
vides additional information on defining the entity to be audited, including the
option for auditees to meet the requirements of Circular A-133 through a series
of audits that cover an auditee's departments, agencies, and other organiza-
tional units that expended or otherwise administered federal awards during a
fiscal year.
.08 In a GAS or Circular A-133 audit, it is also important to understand
the entity subject to audit, its federal programs and applicable compliance re-
quirements, and its internal control over compliance with those compliance
requirements. This understanding will assist the auditor in assessing the risks
of material noncompliance and to design the nature, timing, and extent of fur-
ther audit procedures.
.09 Circular A-133 states that the auditee should maintain internal control
over compliance for federal programs that provides reasonable assurance that
the auditee is managing federal awards in compliance with laws, regulations,
and the provisions of contracts or grant agreements that could have a direct
and material effect on each of its federal programs. The auditor should perform
procedures to obtain an understanding of internal control over federal programs
sufficient to plan the audit to support a low assessed level of control risk for
major programs. In order to do this, an understanding is needed of the 14 types
of compliance requirements identified in the Office of Management & Budget
1 A single audit of federal awards includes both a financial statement audit under Government
Auditing Standards and a Circular A-133 compliance audit. For a discussion of financial statement
audit implications, refer to the AICPA Audit Risk Alerts listed in the "How This Alert Helps You"
section of this alert.
ARA-SGA .06
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GAS and Circular A-133 Developments—2009 3
Circular A-133 Compliance Supplement (compliance supplement) that have a
direct and material effect on each major program.
.10 Once the auditor has identified those compliance requirements that
have a direct and material effect on each major program, the understanding of
the direct and material compliance requirements will determine the types of
controls the auditor needs to consider in a single audit. In order to identify the
controls relevant to the direct and material compliance requirements, the au-
ditor should obtain an understanding of the five components of internal control
(that is, control environment, risk assessment, control activities, information
and communication, and monitoring) sufficient to assess the risks of material
noncompliance with each direct and material compliance requirement for each
major program. Requirements and guidance are found in paragraphs .54–.56
of AU section 314.
.11 Obtaining an understanding of internal control involves evaluating
the design of a control and determining whether it has been implemented. The
auditor should obtain a sufficient understanding by performing risk assessment
procedures to evaluate the design of controls relevant to the compliance audit
and to determine whether they have been implemented. Evaluating the design
of a control involves consideration of whether the control, individually or in
combination with other controls, is capable of effectively preventing or detecting
and correcting instances of noncompliance. Implementation of a control means
that the control exists and that the entity is using it. The auditor should consider
the design of the control in determining whether to consider its implementation.
.12 The auditor should use the information gathered from the risk as-
sessment procedures, including the audit evidence obtained in evaluating the
design of controls and determining whether they have been implemented, as
audit evidence to support the risk assessment.
Help Desk—One of the problem areas noted in quality control reviews
(QCRs) of single audits has been deficiencies in the auditor's documen-
tation surrounding the understanding and testing of internal control
over compliance. The Governmental Audit Quality Center (GAQC) is
nearing completion of several practice aids that will assist auditors by
providing examples of audit documentation relating to internal con-
trol over compliance in a single audit. Watch the GAQC Web site at
www.aicpa.org/GAQC for an announcement regarding the availability
of these practice aids. (For information on the GAQC and member-
ship in the GAQC, see the subsection titled "The GAQC" found in the
"Resource Central" section of the alert.)
Economic Developments
The Current Economic Crisis and Its Effect on Single Audits
.13 When planning and performing audit engagements, an auditor should
understand the economic conditions facing the entity. Economic activities re-
lating to factors such as interest rates, availability of credit, overall economic
expansion or contraction, inflation, and labor market conditions are likely to
have an effect on an entity's financial statements. The Audit Risk Alerts State
ARA-SGA .13
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and Local Governmental Developments—2009 (product no. 0224309) and Not-
for-Profit Entities Industry Developments—2009 (product no. 0224209) further
discuss the state of the economy and the potential impact on financial statement
audits of governmental, not-for-profit, and other entities receiving governmen-
tal funding.
.14 Currently, the U.S. economy continues to experience severe instability.
The National Bureau of Economic Research officially declared that, as of De-
cember 2007, the United States slid into a recession. The length and severity of
the economic downturn are yet to be determined. It may appear at first glance
that the recent turmoil in the economy may not have a direct impact on entities
receiving federal funds; however, that may not be the case. An entity's overall
operations may be affected, which in turn may lead to changes in the services
provided by the entity, reductions in staff levels, its administration of federal
programs, and its related internal control over compliance. Therefore, the ef-
fect of the current economic situation may be a consideration for the auditor
in planning and performing a Circular A-133 audit when assessing the risks
related to the audit.
The American Recovery and Reinvestment Act of 2009
.15 The U.S. government has taken unprecedented actions to prevent wors-
ening economic conditions, including passing the Recovery Act in February
2009. The result of this action on the economy has not been fully realized to
date and many economists are concerned that further financial support may be
necessary before an economic recovery is possible. However, it is clear that the
Recovery Act will have a significant impact on many single audits in coming
years.
.16 The Recovery Act is designed primarily to combat the rising unem-
ployment trends, put more money in the hands of consumers, and reduce the
likelihood that state and local governments will need to raise taxes signifi-
cantly. According to the White House press release, the legislation will do the
following:
 Create or save 3.5 million jobs in the next 2 years
 Provide direct tax relief to working and middle class families
 Double the U.S. renewable energy generating capacity over 3 years
 Stimulate private investment in renewable energy through tax
credits and loan guarantees
 Invest $150 billion in U.S. infrastructure projects
 Provide funds to U.S. state and local governments to support
health and education programs
.17 Many of the provisions of this legislation took effect immediately in
an effort to stimulate consumer spending and boost the economy. The total cost
of the spending in the Recovery Act is $787 billion, $300 billion of which is
federal assistance being passed down to states, local governments, and not-
for-profit entities. These funds will, in most cases, be subject to single audit
requirements. Recovery Act funds are intended to supplement existing federal
programs, create new programs, or to provide more broad fiscal relief. The fed-
eral funds are being distributed in a number of ways. In some cases, the funds
will be passed directly to states or institutions of higher education and spent
ARA-SGA .14
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at that level. In other cases direct recipients of Recovery Act funding will pass
the funds through to subrecipients, such as local governments or not-for-profit
entities.
.18 Recipients and subrecipients of Recovery Act funds are subject to ad-
ditional compliance requirements. For example, they are generally required
to clearly distinguish Recovery Act funds from non-Recovery Act funds. The
separate reporting of Recovery Act funds is needed in order to meet the trans-
parency and reporting provisions of the Recovery Act. This is an important issue
for auditors to understand and consider in audits where Recovery Act funds are
received. Additionally, under section 1512 of the Recovery Act, "Recovery Act
Reporting Requirements," there are significant ongoing reporting responsibili-
ties for recipients and first-tier subrecipients who receive Recovery Act funds.
(First-tier subrecipients are those who receive an award directly from a recip-
ient who received the award directly from the federal government.) Standard
data elements that are required to be reported have been established by OMB
and are discussed in more detail in the following section. Recipient reporting
is due within 10 days of each calendar quarter beginning with the September
30, 2009, quarter end. Detailed reporting instructions will be made available at
www.FederalReporting.gov no less than 45 days prior to the October 10, 2009,
reporting deadline. However, complying with this reporting requirement may
be a challenge for many auditees.
.19 On the federal side, OMB is responsible for developing governmen-
twide guidance for carrying out programs and activities enacted in the Recov-
ery Act to assist in accountability of Recovery Act funds. As of the date of this
alert, OMB has issued several memorandums related to Recovery Act funds,
with more guidance expected. OMB is notifying auditors of compliance require-
ments that should be tested for Recovery Act awards through the compliance
supplement and subsequently issued addendums (see the following section for
a summary of the guidance issued to date). OMB will be issuing addendums to
the compliance supplement as necessary to keep the Recovery Act requirements
current.
.20 The Recovery Act and subsequent related guidance also imposes pro-
visions that require federal agencies to take steps beyond standard practice.
These provisions relate to reporting, information collection, budget execution,
risk management, and specific actions related to award type. Federal agen-
cies also are required to incorporate specific terms and conditions for Recov-
ery Act funds into federal grant awards. The language includes a requirement
that reporting has to be detailed per the instructions in section 1512 of the
Recovery Act. Note that if a federal agency's award terms and conditions are
more stringent than those imposed under the Recovery Act, then the agency's
terms and conditions would not need to be modified as a result of the Re-
covery Act.
.21 Each agency receiving Recovery Act funds has an Inspector General
(IG) who is responsible for overseeing how the agency's federal funds are spent
and who works with the agency to minimize fraud, waste, and abuse. IGs have
additional responsibilities related to Recovery Act funds. For example, the IGs
will use risk assessment techniques, where data is available, to identify high
risk programs and nonfederal entities to be targeted for priority Office of the
Inspector General (OIG) audits, inspections, and investigations with faster
turnaround reporting. It is expected that, because single audits are currently
ARA-SGA .21
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not required to be completed until nine months after the end of an entity's fis-
cal year, these OIG audits will be completed and reported on more of a real
time basis. The IGs also will perform audits and inspections of their respec-
tive federal agencies as related to the awarding, disbursing, and monitoring of
Recovery Act funds to determine whether safeguards exist to ensure funds are
being used for their intended purposes.
.22 Federal agencies are expected to use the single audit process as a
means of promoting accountability for Recovery Act funds. OMB guidance is-
sued to date states that federal agency OIGs should reach out to the auditing
profession and provide technical assistance and training. In addition, OIGs are
expected to perform follow up reviews of single audit quality with an emphasis
on Recovery Act funds. These reviews are likely to occur for years ending be-
tween June 30, 2010, and June 30, 2011. Their purpose is to ensure that single
audits are properly performed and improper payments and other noncompli-
ance is fully reported. The results of these quality control reviews (QCRs) will
be reported publicly on www.recovery.gov. This increased federal scrutiny on
both entities receiving Recovery Act funds and the quality of their single audits,
including the public disclosure of QCR results, adds to the existing high risk
nature of single audit engagements and should be a consideration for auditors
in the engagement's risk assessment process.
.23 Further, to monitor these funds on behalf of the federal government,
a Recovery Act Accountability and Transparency Board (board) was created
to coordinate and conduct oversight of funds distributed under this law. The
board, currently consisting of 13 members, includes IGs and an appointed
chairman. To facilitate a transparent process and to ensure accountability of
Recovery Act funds, the board maintains a Web site, www.recovery.gov. This
Web site will play an important role in the transparency initiatives going
forward.
.24 Finally, the U.S. Government Accountability Office (GAO) is charged
with playing an important role in promoting the accountability and trans-
parency of Recovery Act funds. These responsibilities include conducting bi-
monthly reviews on how funds are used by selected states and localities and
reviewing specific areas of funding. In addition, GAO is responsible for review-
ing quarterly reports filed by fund recipients and, in consultation with the
Congressional Budget Office, commenting on fund recipients' report estimates
of the number of jobs created and retained by projects and activities supported
by Recovery Act funds.
.25 The complete effects of the Recovery Act, as well as other government
interventions, will not be known for some time; however, the primary goal is to
increase market confidence and liquidity. A comprehensive look at the Recovery
Act and its effect on single audits follows.
Help Desk—The GAQC has established the GAQC American Recov-
ery and Reinvestment Act of 2009 Resource Center to provide mem-
bers with a one stop repository location with information related to
the Recovery Act that may be of interest to auditors. For more infor-
mation, go to the GAQC Web site at http://gaqc.aicpa.org/Resources/
Recovery+Act+Resource+Center.htm.
ARA-SGA .22
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The Recovery Act—Single Audit Issues and Developments
The Effect of the Recovery Act on Single Audits
.26 What impact will the Recovery Act have on June 30, 2009, single
audits? Because only a relatively small amount of Recovery Act funds have
been distributed up thorough June 30th—in relation to the total $300 billion
available—there are not a significant number of grant recipients who have been
impacted. Certainly state governments, large local governments, and school
districts are among those that have been impacted at the earliest stages. Going
forward, many more entities are expected to be affected by the legislation. In
any event, the receipt of Recovery Act funds will have a significant effect on an
entity's single audit.
.27 Part of the challenge for auditors performing single audits for entities
with Recovery Act funds will be keeping up with and understanding the various
sources of requirements and guidance. In addition to the Recovery Act itself,
auditors need to be familiar with various implementation and audit guidance
that has been issued by the federal government, as well as what will be issued
in the future. Since the issuance of the Recovery Act, OMB has issued several
forms of guidance targeted at various stakeholders (for example, federal award-
ing agencies, award recipients, and auditors) to assist with the implementation
of Recovery Act monies. More is expected in the future. As of the date of this
alert, the following guidance had been issued and should be considered by the
auditor:
 "OMB Circular A-133 Compliance Supplement Addendum #1"
(dated June 30, 2009) supplements the 2009 compliance supple-
ment and should be used in conjunction with other parts and
appendices of the compliance supplement in determining the ap-
propriate audit procedures to support the auditor's opinion on com-
pliance for each major program with expenditures of Recovery Act
awards.
 The 2009 compliance supplement, issued on May 26, 2009 (and
dated March 2009), features a new appendix VII, "Other OMB
Circular A-133 Advisories," which includes information and guid-
ance for auditors on the Recovery Act and its implications on au-
dits performed under Circular A-133 (www.whitehouse.gov/omb/
circulars_a133_compliance_09toc/).
 Bimonthly GAO Recovery Act Reporting (www.gao.gov/recovery/).
 OMB memorandum M-09-10, "Initial Implementing Guidance for
the American Recovery and Reinvestment Act of 2009, "issued
February 18, 2009 (www.recovery.gov/files/Initial%20Recovery%
20Act%20Implementing%20Guidance.pdf).
 OMB memorandum M-09-15, "Updated Implementing Guidance
for the American Recovery and Reinvestment Act of 2009," issued
April 3, 2009 (www.recovery.gov/sites/default/files/m09-15-.pdf).
 OMB memorandum M-09-21, "Implementing Guidance for the Re-
ports on Use of Funds Pursuant to the Recovery Act," issued June
22, 2009 (www.whitehouse.gov/omb/assets/memoranda_fy2009/
m09-21.pdf).
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.28 The following sections discuss key aspects of the guidance previously
listed, primarily from an auditor's perspective. Because additional guidance will
be issued by the federal government on an ongoing basis, auditors should watch
the OMB Web site at www.whitehouse.gov/omb/recovery_default. The GAQC
Recovery Act Resource Center also is a useful resource, http://gaqc.aicpa.org/
Resources/Recovery+Act+Resource+Center.htm.
Recovery Act Requirements and Guidance
Compliance Supplement Addendum #1
.29 In August 2009, the OMB issued the first addendum to the 2009 com-
pliance supplement titled, "OMB Circular A-133 Compliance Supplement Ad-
dendum #1" (first addendum). The first addendum was necessary because OMB
was only able to include appendix VII in the compliance supplement. Appendix
VII provided initial guidance and informed auditors to watch for future adden-
dums to the compliance supplement. Key information of importance to auditors
found in the first addendum is discussed in the following sections.
The First Addendum is Effective for June 30th Single
Audits With Recovery Act Expenditures
.30 The first addendum is effective for audits of fiscal years beginning
after June 30, 2008 (June 30, 2009, single audits and year-ends thereafter),
when your clients have expended Recovery Act funds. It should be used in
conjunction with other parts and appendixes of the compliance supplement
when determining the appropriate audit procedures to support the auditor's
opinion on compliance for each major program with expenditures of Recov-
ery Act awards. The guidance in part 5 of the first addendum, Clusters of
Programs, includes critical information on how Recovery Act programs are to
be clustered, which will have an effect on your major program determination
process.
Updated Matrix of Compliance Requirements
.31 The first addendum includes an updated part 2 of the compliance
supplement, Matrix of Compliance Requirements, to show new Recovery Act
programs, new clusters, and pre-existing programs that now have Recovery
Act funds associated with them under a pre-existing catalog of federal domes-
tic assistance (CFDA) number. All of these additions are identified by bold
lettering and the types of compliance requirements applicable to them are
identified.
Guidance Added for Certain Types of Compliance Requirements
.32 The first addendum adds new guidance to part 3 of the compliance
supplement, Compliance Requirements, for the following types of compliance
requirements:
Activities allowed or unallowed. Identifies a new crosscutting unallowable
activity for all Recovery Act funded awards.
Davis-Bacon Act. Identifies the Recovery Act and related OMB-implementing
guidance as another source of requirements for Davis-Bacon compliance.
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Procurement and suspension and debarment. Adds guidance on the Buy
American provisions of the Recovery Act—an additional Recovery Act-
related audit objective—and related suggested audit procedures.
Reporting. Clarifies that the reporting requirements imposed by section 1512
of the Recovery Act are not applicable for audit periods with ending dates
in June, July, and August 2009, and an additional addendum will be issued
by September 30, 2009 (the first reporting period for reports required by
section 1512), identifying compliance requirements, audit objectives, and
suggested audit procedures for reports.
Subrecipient monitoring. Adds a new pass-through entity responsibility to
identify the requirement to register in the Central Contractor Registration
to first-tier subrecipients, and a new, suggested audit procedure relating
to the requirement that pass-through entities separately identify to each
subrecipient certain information at the time of the subaward and disburse-
ment of Recovery Act funds.
Special tests and provisions. Adds new special tests and provisions (as well
as new audit objectives and suggested audit procedures) that apply to all
programs with Recovery Act expenditures relating to (a) requirements for
separate accountability for Recovery Act funds, (b) presentation require-
ments relating to the Schedule of Expenditures of Federal Awards (SEFA)
and the Data Collection Form (DCF), and (c) the requirement for recipients
to separately identify and document, at the time of a subaward, federal
award and CFDA numbers, the amount of Recovery Act funds, and the re-
quirement for subrecipients to meet SEFA and DCF presentation require-
ments previously described, to each subrecipient. Auditors should consider
these special tests and provisions along with part 4 guidance, Agency Pro-
gram Requirements, for each program with Recovery Act expenditures (or
part 7, Guidance for Programs Not Included, for any programs not included
in the compliance supplement).
.33 Refer to part 3 of the first addendum for the full description of this new
guidance (changed areas are noted with bold lettering). Additionally, see the
following section of this alert, "OMB Implementing Guidance," for information
on guidance issued by OMB to assist entities that have to report under section
1512.
Program Sections Added to Part 4
.34 A number of new Recovery Act programs or revised program sections
were added to the compliance supplement through the first addendum. (Note
that the revised table of contents in the addendum identifies new or revised
programs in bold lettering). These program sections include new Recovery Act
programs, new or modified clusters, as well as existing programs that now have
Recovery Act funds and related new compliance requirements associated with
them under a pre-existing CFDA number. Changes made to existing programs
or clusters for Recovery Act implications are highlighted in bold lettering in each
part 4 program section. Agencies that have issued new program sections include
the Department of Education, the Department of Homeland Security, the De-
partment of Housing and Urban Development, the Department of Labor, and
the Environmental Protection Agency. Note that, although the Department of
Health and Human Services (HHS) does not include any new program sections
in part 4 of the first addendum, it has revised a number of clusters (identified
ARA-SGA .34
P1: G.Shankar
ACPA109-01 ACPA109.cls September 29, 2009 14:56
10 Audit Risk Alert
in part 5 of the first addendum) for new Recovery Act programs. Those new
clusters are not included in part 4 because HHS Recovery Act programs do
not have any additional compliance requirements beyond those identified in
part 4 of the compliance supplement. However, auditors should be aware of the
revised HHS clusters because they may impact major program determination
and other single audit procedures performed.
Clusters Have Been Revised for Effect of Recovery Act Programs
.35 Part 5 of the first addendum identifies cluster changes due to the
Recovery Act. Revisions are noted by bold lettering. Additionally, guidance is
provided on Recovery Act funds for the Federal Pell Grant Program (FPG) and
the Federal Work-Study (FWS) Program because Recovery Act disbursements
relating to these programs were made without separate identification of the
Recovery Act portions to auditees. Because it is not possible for auditees to sep-
arately identify Recovery Act expenditures for these programs, the addendum
states that all expenditures for FPG and FWS should be reported as part of
the Student Financial Aid cluster under CFDA numbers 84.063 and 84.033,
respectively.
New General Guidance for Internal Control
.36 Of special interest to auditors, the first addendum revises part 6, In-
ternal Control, to emphasize several points relating to internal control test-
work for each major program funded with Recovery Act funds, including the
following:
 Auditors are encouraged to promptly inform auditee management
and those charged with governance, during the audit engagement,
of identified control deficiencies related to Recovery Act funding
that are, or likely to be, significant deficiencies or material weak-
nesses. The idea behind this is for auditees to have the opportunity
to begin focusing on correcting such deficiencies as soon as possible
to help ensure proper accountability and transparency of Recov-
ery Act funds. The form of this interim communication is up to
the auditor's judgment. However, keep in mind that regardless of
how interim communication might be made, auditors must still
communicate such matters via the normal reporting process (that
is, in the schedule of findings and questioned costs and the single
audit reporting on internal control over compliance) at the end of
the audit.
 When gaining an understanding of internal control over activi-
ties allowed or unallowed, allowable costs/cost principles, and el-
igibility, the auditor should consider the entity's internal control
environment and internal control established to address the risks
arising from Recovery Act funding (for example, rapid growth of
a program, new or increased activities, changes in regulatory en-
vironment, or new personnel).
 When considering the likelihood and magnitude of control defi-
ciencies, auditors should consider not only the volume of activity
exposed to the deficiency in the current period, but also the volume
of activity expected in the future.
ARA-SGA .35
P1: G.Shankar
ACPA109-01 ACPA109.cls September 29, 2009 14:56
GAS and Circular A-133 Developments—2009 11
Child Nutrition Cluster Revised
.37 The first addendum updates the Department of Agriculture Child Nu-
trition Cluster (CFDA numbers 10.553, 10.555, 10.556, and 10.559). Although
not related to the Recovery Act, the change modifies section III.N.1, "Special
Tests and Provisions," Verification of Free and Reduced Price Applications, to
reflect statutory changes not included in the compliance supplement.
2009 Compliance Supplement—Appendix VII, Other OMB Circular
A-133 Advisories, Part I
.38 The 2009 compliance supplement (effective for audits of fiscal years
beginning after June 30, 2008) contains information directly related to the Re-
covery Act in appendix VII. Topics discussed in this appendix include CFDA
numbers, clusters of programs, effect of Recovery Act awards on the determi-
nation of major programs, awards terms and conditions and compliance require-
ments, and the SEFA. Upon releasing appendix VII, OMB announced plans to
issue additional addendums to the compliance supplement to provide additional
Recovery Act guidance, as appropriate. Such addendums will include effective
dates. As noted in the preceding section, one such addendum has been issued to
date. It is important for auditors performing Circular A-133 audits to watch the
OMB Web site for additional addendums going forward (www.aicpa.gov/grants)
under the heading "Circulars." Appendix VII includes important information
that auditors should be aware of, as follows.
Auditors Should Be Alert for Recovery Act Awards
.39 Appendix VII states that auditors should be alert to determine whether
auditees (both recipients and subrecipients) have properly identified Recovery
Act awards. Therefore, it is important that auditors scrutinize recipient and
subrecipient award documents to determine whether Recovery Act funds have
been received. This determination is important because the entity will become
subject to additional compliance requirements upon receiving such funds, in-
cluding significant reporting requirements back to the federal government. In
addition, the auditor's major program determination will be affected.
CFDA Numbers
.40 Federal agencies may designate new CFDA numbers for new Recovery
Act programs and for existing programs with compliance requirements that
are significantly different for Recovery Act funds. For other existing programs
without significant compliance requirement changes, the same CFDA number
may be used. It is noted that federal agencies are required to specifically identify
Recovery Act awards, regardless of whether the funding is provided under a new
or existing CFDA number. This information should be included in the grant
document.
Clusters of Programs
.41 Because many Recovery Act awards will have new CFDA numbers,
OMB will update the clusters of programs as described in part 5 of the compli-
ance supplement. The first such updated cluster guidance was issued as part
of the first addendum to the compliance supplement. Any future changes in
clusters will be issued in additional addendums. It is important for auditor's to
be alert for issued addendum because the auditor is responsible for using the
cluster list that matches the auditee's fiscal year end.
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Effect of Expenditures of Recovery Act Awards on Major
Program Determination
.42 Due to the inherent risk with the new transparency and account-
ability requirements over expenditures of Recovery Act awards, the auditor
should consider all federal programs using Recovery Act funds to be programs
of higher risk. Therefore, when performing the risk based approach under sec-
tion 520(c)(1) of OMB Circular A-133, type A programs with expenditures of
Recovery Act awards should not be considered low risk except when the audi-
tor determines, and clearly documents, that the expenditures of Recovery Act
awards is low risk for the program.
.43 In addition, for situations where a Recovery Act CFDA number has
been added to a cluster, the Recovery Act CFDA number should be consid-
ered a new program. Therefore, it would not qualify as a low risk type A pro-
gram under section 520(c)(1) of OMB Circular A-133 (the requirement of hav-
ing been audited as a major program in at least one of the two most recent
audit periods) and it would have to be audited as a major program (assum-
ing it is a type A program). The Governmental Audit Quality Center (GAQC)
has posted a nonauthoritative example to its Recovery Act Resource Cen-
ter at http://gaqc.aicpa.org/Resources/Recovery+Act+Resource+Center.htm to
illustrate for auditors how these concepts would be applied in practice.
Award Terms and Conditions and Compliance
Requirements
.44 Federal agencies are responsible for identifying Recovery Act awards
and communicating applicable requirements to recipients. This information
normally would be communicated in the award terms and conditions. Simi-
larly, recipients are responsible for communicating this information to their
subrecipients.
Multiple Sources May Be Needed to Determine Compliance
Requirements
.45 Due to the timing of the Recovery Act enactment and the issuance of
the compliance supplement, compliance requirements unique to Recovery Act
funds were not included in the compliance supplement. Therefore, appendix VII
cautions auditors that they may have to use multiple sources to determine the
applicable compliance requirements. To ensure that auditors understand what
compliance and other requirements apply to Recovery Act funds an auditor
should do the following:
 Review the award documents, including the terms and conditions.
 Check the "Grants Management" section of the OMB Web
site (www.whitehouse.gov/omb/grants_default/) under the heading
"Circulars" for any addendums to the compliance supplement.
 Use the framework provided in parts 3–5 and 7 of the compli-
ance supplement as guidance to identify Recovery Act compliance
requirements material to the federal program and to determine
the appropriate audit procedures.
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SEFA
.46 As per the Recovery Act, recipients of Recovery Act funds agree to
maintain records that identify adequately the source and application of Recov-
ery Act funds. For those recipients audited under the Single Audit Act Amend-
ments of 1996 and OMB Circular A-133, the recipients agree to separately
identify the expenditures of Recovery Act funds on the SEFA and the DCF
(SF-SAC). This separate identification is accomplished by the following:
 Identifying expenditures for federal awards made under the Re-
covery Act separately on the SEFA.
 Identifying Recovery Act expenditures as a separate row under
item 9 of part III on the SF-SAC by CFDA number, and inclusion
of the prefix "ARRA" in identifying the name of the federal program
on the SEFA and as the first characters in item 9d of part III on
the SF-SAC.
.47 Recipients also agree to separately identify to each subrecipient, and
document at both the time of subaward and at the time of disbursement of funds,
the federal award number, CFDA number, and amount of Recovery Act funds
awarded. In the case where subawards are for an existing program, the infor-
mation furnished to subrecipients should distinguish the subaward of Recovery
Act funds from regular subawards under existing programs. The requirement
of the recipient to identify Recovery Act funds separately on the SEFA also
extends to subrecipients and should be included in the award terms and condi-
tions. Auditors should consider the requirements discussed previously in this
alert when performing procedures for the purpose of reporting on the SEFA,
as well as when performing other procedures on the SEFA in conjunction with
compliance testing.
.48 For more information on the 2009 compliance supplement, see the
"OMB Circular A-133 Compliance Supplement Update" subsection in the sec-
tion titled "OMB Developments."
GAO Bimonthly Reporting
.49 As of July 2009, GAO has released two bimonthly reviews covering
how Recovery Act funds are being used by selected states and localities, as well
as specific areas of funding. As a result of the first review, GAO made several
recommendations to OMB related to accountability and transparency require-
ments, administrative support, and oversight and communications. The sec-
ond review recommends that Congress consider certain aspects of single audit
requirements for those receiving Recovery Act funds, in addition to extra re-
sources for those who perform single audits. These reviews are available on the
GAO Web site dedicated to Recovery Act oversight at www.gao.gov/recovery/. It
remains to be seen what changes in the Single Audit Act or underlying OMB
guidance will result from the GAO recommendations.
OMB Implementing Guidance
.50 The OMB has issued several memorandums relating to the Recovery
Act. The first memorandum, M-09-10, "Initial Implementing Guidance for the
American Recovery and Reinvestment Act of 2009," issued February 18, 2009,
discusses many issues and responsibilities related to Recovery Act funds. The
purpose of the guidance is to promulgate an initial set of government wide
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requirements and guidelines that federal agencies must implement or prepare
for in order to effectively manage activities under the Recovery Act. M-09-10
section 1.1, "What is the purpose of this Guidance?" states
The Guidance outlines necessary enhancements to standard processes
for awarding and overseeing funds to meet accelerated timeframes and
other unique challenges posed by the Recovery Act's transparency and
accountability framework. More specifically, the Guidance:
 Answers questions and clarifies issues related to the me-
chanics of implementing the Recovery Act;
 Provides initial clarification on what information will be
reported on Recovery.gov and what information will be
required to be reported on agency websites;
 Instructs agencies on initial steps that must be taken
to meet these reporting requirements, including incor-
poration of recipient reporting requirements in award
documents and communications with funding recipients;
and
 Establishes a common framework for agencies to manage
the risks associated with implementing Recovery Act re-
quirements.
.51 The second memorandum, M-09-15, "Updated Implementing Guid-
ance for the American Recovery and Reinvestment Act of 2009," issued April
3, 2009, contains a large amount of material related to the responsibilities of
those receiving Recovery Act funds. M-09-15 section 5, "Grants and Cooper-
ative Agreements," is especially relevant to auditors. Section 5.8 states, "for
fiscal years ending September 30, 2009 and later, all Single Audit reports filed
with the Federal Audit Clearinghouse (FAC) will be made publicly available on
the internet. A link will be provided from Recovery.gov." OMB will be issuing
further guidance on how this provision will be implemented. In any case, this
will likely constitute a significant change from current practice. Previously, only
the SF-SAC was made public. However, going forward, the entire single audit
package, or some part of it (for example, the audit reports or the Schedule of
Findings of Questioned Costs, or both), may be publicly available. (Watch for
clarification in future OMB guidance). In light of this expected future public
disclosure, it is important for auditors to ensure that audit reports and finding
write-ups do not include any personal identifiable information (for example,
names, Social Security numbers, and check routing numbers).
.52 In June 2009, OMB issued a third round of implementing guidance,
memorandum M-09-21, "Implementing Guidance for the Reports on Use of
Funds Pursuant to the American Recovery and Reinvestment Act of 2009."
This guidance supplements the reporting guidance described in section 1512
of the Recovery Act for recipients of grants, loans, and other forms of assis-
tance, and goes into great detail about the reporting for both prime recipients
(defined as nonfederal entities that receive Recovery Act funding as federal
awards in the form of grants, loans, or cooperative agreements directly from
the federal government) and subrecipients (defined as nonfederal entities that
are awarded Recovery Act funding through a legal instrument from the prime
recipient to support the performance of the substantive project or program
for which the prime recipient received Recovery Act funding). Auditors should
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consider referring clients who are receiving Recovery Act funding to this new
OMB implementing reporting guidance in its entirety so they can become fa-
miliar with it. Several key points auditors should be aware of include the follow-
ing:
 The first required reporting is due 10 days after September 30,
2009 (October 10, 2009), and therefore, will not be covered as part
of June 30, 2009, single audits. However, the reporting require-
ments outlined in section 1512 of the Recovery Act are applicable
from the date of the enactment of the Recovery Act. Consequently,
the first required reporting will include not only activity for the
quarter-ended September 30, 2009, but also any activity that oc-
curred for the quarter ended June 30, 2009 (the first reporting
submission will be cumulative for both quarters).
 The Recovery Act may contain additional recipient reporting re-
sponsibilities (beyond those in section 1512) that are specific to
certain federal programs. Recipients will have to comply with
any reporting as outlined in the award agreement, which may
result in the submission of similar data to the federal awarding
agency.
 Prime recipients (as defined previously) of all federal programs
identified in M-09-21, supplement 1, List of Programs Subject to
Recipient Reporting, are required to report.
 A number of required reporting elements are described in sec-
tion 2 of the document (specifically, question 2.3). For prime re-
cipients, they include, among other things, information about the
Recovery Act awards received and expended, project descriptions,
jobs created information, and certain recipient officer names and
compensation. Section 5 of the document includes information on
preparing jobs creation estimates. Prime recipients also have to
report 3 additional data elements associated with any vendors re-
ceiving funds from the prime recipient for any payments greater
than $25,000. Additionally, prime recipients are responsible for
reporting certain data elements for subrecipients but may dele-
gate the reporting to subrecipients who receive all or a portion of
recovery funding from the prime recipient. If such reporting is del-
egated, it must be done in time for the subrecipient to prepare for
the reporting, including registering in the system. Among the sub-
recipient data elements are information about the Recovery Act
awards received and also, if certain criteria are met, subrecipient
officer names and compensation. Other exceptions are provided
for subrecipient payments of less than $25,000.
 Report submissions are to be submitted through a new Web site,
www.FederalReporting.gov. However, reports submitted will be
made public through www.Recovery.gov and on individual federal
agency Web sites.
.53 For more information on issued memorandums, go to www.whitehouse.
gov/omb/memoranda_default/.
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Legislative and Regulatory Developments2
GAO Developments
GAO Study on Single Audit Process
.54 As discussed in prior year Audit Risk Alerts, the President's Council
on Integrity and Efficiency (PCIE) issued its Report on National Single Audit
Sampling Project (PCIE report) in June 2007. The report raised significant
concerns about the quality of single audits. In response to the PCIE report,
Congress asked GAO to conduct additional audit work and analysis to identify
any further actions needed to improve federal oversight and accountability for
federal grant funds. GAO was asked to do the following:
a. Determine whether the federal oversight structure is adequate to
monitor the efficiency and effectiveness of the single audit process
(federal oversight process).
b. Identify potential changes that can be made to the single audit
process and relevant guidance to improve accountability for federal
grant awards (potential single audit improvements).
c. Determine the current status of actions being taken to address
the recommendations made in the PCIE report (actions to address
PCIE recommendations).
.55 In a report titled Single Audit: Opportunities Exist to Improve the
Single Audit Process and Oversight, dated March 13, 2009, GAO released the
results of its performance audit. The report states that the audit of federal
awards, including grant funds, through a single audit is intended to be a key
accountability mechanism over the proper use of federal funds. A summary of
the results follows.
 Federal oversight process. GAO concluded that OMB and other
single audit stakeholders are unable to identify pervasive and sys-
temic single audit issues due to the fact that the federal oversight
structure for the single audit process does not include a designated
function or entity to monitor how federal awarding agencies are
implementing single audit requirements. The current design of the
single audit process resulted in variations across federal agencies
related to performing key functions of that process such as QCRs
and the use of the FAC to obtain single audit reports. The varia-
tions found across the federal agencies help demonstrate the need
for a mechanism to monitor, on an ongoing basis, how the sin-
gle audit process is implemented at the federal government wide
level. To address this issue, GAO recommended OMB designate
an entity or group to do the following:
— Evaluate and monitor the single audit process govern-
mentwide
— Assess the efficiency and effectiveness of how agencies
carry out their single audit responsibilities
2 Regulatory developments related to The American Recovery and Reinvestment Act of 2009 Act
are previously discussed in the section, "The Recovery Act—Single Audit Issues and Developments."
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— Identify any additional guidance and resources needed to
carry out single audit requirements
 Potential single audit improvements. GAO found that 2.6 percent
of the 2007 fiscal year single audits performed covered approxi-
mately 85 percent of total federal expenditures. (The entities com-
prising the 2.6 percent are those that received $50 million or more
of federal funds.) Because entities that receive small amounts of
federal funds are subject to the same single audit requirements as
those receiving large amounts of federal funds, concerns have been
raised about the complexity and relative cost benefits of single au-
dits, especially for the smaller entities. As part of re-examining
the overall approach for performing single audits while achieving
higher quality single audits of all entities, GAO recommended that
a federal workgroup be designated by OMB to evaluate the cur-
rent single audit process. The evaluation would attempt to identity
simplified alternatives for meeting the accountability objective of
the Single Audit Act for the audits of small entities while achieving
the proper balance between risk and cost-effective accountability
for all entities.
 Actions to address PCIE recommendations. The status of the
workgroups established by OMB, AICPA, and the National State
Boards of Accountancy (NASBA) as a result of the PCIE report
was analyzed. All groups have initiated actions to address PCIE
report findings, however, GAO found that most of these actions
were not complete. As a result, their impact on the quality of sin-
gle audits is yet to be determined. GAO recommended that OMB
monitor the status of OMB workgroups, AICPA task forces, and
NASBA referral project activities, and evaluate completed actions
and their impact on addressing the PCIE report recommendations
to improve single audit quality.
.56 The recommendations in this GAO study could result in changes in
the federal single audit oversight process or to the underlying Single Audit
Act itself. We will inform you in future alerts of any changes in these areas.
For more information on developments related to the PCIE report see the sub-
section "Update on Response to PCIE Report" in the "Audit and Attestation
Developments" section of this alert.
Help Desk—To access the report, Single Audit: Opportunities
Exist to Improve the Single Audit Process and Oversight, visit
www.gao.gov/htext/d09307r.html.
OMB Developments
Federal Financial Reporting Form
.57 Federal financial reporting forms SF-269, SF-269A, SF-272, and SF-
272A are being replaced with a single form, SF-425-SF/425-A, Federal Financial
Report (SF-425). Federal awarding agencies must complete their transition to
the use of SF-425 by September 30, 2009. Award terms and conditions will
specify the initial reporting period when the use of the SF-425 is required.
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The submission of the SF-425 will be on a quarterly, semiannual, or annual
basis, as directed by the federal agency. SF-425 will use standard reporting
dates for interim reports (quarterly, semiannual, or annual) based on calendar
quarter dates. For interim period reports, the standard reporting period end
dates are March 31, June 30, September 30, or December 31, regardless of the
grant budget period or project period dates. Quarterly and semi-annual reports
should be submitted no later than 30 days after the end of each reporting period
end date. Annual reports should be submitted no later than 90 days after the
end of each reporting period end date. Final reports should be submitted no
later than 90 days after the project or grant period end date. Note that a final
report is the only type that would have a report end date based on the project
or grant period.
Help Desk—To access the form SF-425/SF 425A, Federal Financial
Report, visit www.whitehouse.gov/omb/grants_forms/. Note that this
Web address contains some information on the proposed government
wide standard grants reporting required to be submitted under section
1512 of the Recovery Act.
OMB Circular A-133 Reporting and Private Information
.58 Auditors reporting under Circular A-133 should be aware that per-
sonal information should not be included in audit findings in reports issued
under Circular A-133. Findings that involve sensitive information (for exam-
ple, names, Social Security numbers, check routing numbers, and so on) should
be summarized in a manner that ensures the requirements in Circular A-133
section 510(b) are satisfied. However, any detailed personal information should
be omitted from the finding write-up. This is even more important in light of
the discussion earlier in this alert regarding provisions in the Recovery Act
implementing guidance that may make the entire single audit reporting pack-
age or Recovery Act related finding write-ups publicly available going forward.
Auditors also should consider the guidance in sections 5.39–.43 of GAS (re-
vised 2007). If a federal agency elects to follow up on a finding, the personal
information necessary to be communicated can be done so in a subsequent,
nonelectronic, private communication to the agency upon request.
OMB Circular A-133 Compliance Supplement Update
.59 The compliance supplement, issued in the spring of each year, is one
of the most important pieces of guidance used by an auditor in a single audit.
This document serves to identify the compliance requirements to be considered
for each federal program as part of a single audit. The compliance supplement
provides a source of information for auditors to understand, for the programs
covered by the compliance supplement, the federal program's objectives, pro-
cedures, and compliance requirements relevant to the audit as well as audit
objectives and suggested audit procedures for determining compliance with
these requirements. For those programs not listed in the compliance supple-
ment, part 7, "Guidance for Auditing Programs Not Included in This Compli-
ance Supplement," provides guidance to auditors in identifying the applicable
compliance requirements and designing tests of compliance with such require-
ments. The 2009 Circular A-133 Compliance Supplement, dated March 2009, is
effective for audits of fiscal years beginning after June 30, 2008, and supersedes
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the OMB Circular A-133 Compliance Supplement dated March 2008. As noted
earlier in the section "Compliance Supplement Addendum #1," OMB recently
issued an addendum to the 2009 compliance supplement that addresses addi-
tional Recovery Act considerations.
.60 The current compliance supplement contains the yearly updates for
new programs, deleted programs, and modified program requirements. This
year, additional changes were made for clarity and consistency. Appendix V,
"List of Changes for the 2009 Compliance Supplement," provides a listing of all
changes from the 2008 supplement. This year a number of agency programs
listed in part 4, "Agency Program Requirements," contain revised content in a
number of compliance requirement sections. As part of planning the audit, it
is important for the auditor to carefully review the current compliance supple-
ment to understand what compliance requirements and related audit testing
are required for the particular program.
.61 Of special note in this year's compliance supplement is appendix VII,
"Other OMB Circular A-133 Advisories," which contains important information
to consider in current year compliance audits. Part I, "American Recovery and
Reinvestment Act," contains information related to the impact of the Recovery
Act on compliance audits (in this alert, see the section, "The Recovery Act—
Single Audit Issues and Developments" for a discussion of the appendix). Also
of note is part II of the appendix, "Report on the National Single Audit Sampling
Project," which contains a list of the most common deficiencies found in the PCIE
report. Some of those deficiencies likely occurred as a result of the auditors not
using the compliance supplement appropriately. Auditors performing a single
audit should be sure that audit staff members understand the various parts of
the compliance supplement, and how they are to be used together.
.62 Numerous changes to many programs are listed, along with additional
information related to a Circular A-133 audit, therefore it is important for au-
ditors to review the 2009 compliance supplement and any subsequently issued
Recovery Act addendums as part of audit planning.
.63 A review of any addendums issued also is important because they may
contain revised compliance supplement information not related to Recovery Act
funds. For example, the first addendum issued contains information that up-
dates the Department of Agriculture Child Nutrition Cluster (CFDA numbers
10.553, 10.555, 10.556, and 10.559). The change made modifies section III.N.1,
Special Tests and Provisions, Verification of Free and Reduced Price Applica-
tions, to reflect statutory changes not included in the March 2009 compliance
supplement.
Help Desk—The current year's compliance supplement is available
at www.whitehouse.gov/omb/grants_circulars/.
OMB Web Site—USASpending.gov
.64 As a result of the Federal Funding Accountability and Transparency
Act, OMB is responsible for maintaining a Web site that contains information
on federal funding provided to state and local governments and not-for-profit
entities to provide the public with information on how their tax dollars are
spent. The question may arise regarding what the difference is between this
ARA-SGA .64
P1: G.Shankar
ACPA109-01 ACPA109.cls September 29, 2009 14:56
20 Audit Risk Alert
Web site and Recovery.gov. Information found on the Recovery.gov Web site
indicates that it tracks only the targeted investments allocated by the Recov-
ery Act. USASpending.gov collects data about all types of contracts, grants,
loans, and spending across government agencies. In addition, as noted on the
USASpending.gov Web site, Recovery Act assistance and contract transactions
will be available to be tracked separately on the USASpending.gov Web site. At
this time, the USASpending.gov Web site continues to be a work in progress.
Department of Housing and Urban Development (HUD) Update
HUD Consolidated Audit Guide Revisions
.65 The current HUD chapter by chapter update of the Consolidated Audit
Guide for Audits of HUD Programs (the HUD audit guide) is summarized in
the following table.
Consolidated Audit Guide
for Audits of the U.S.
Department of Housing and
Urban Development (HUD)
Programs Chapter
Date Change Was
Issued
Change Effective for
Audits With Fiscal
Years Ending On or
After
Chapter 2, "Reporting
Requirements and Sample
Reports," exhibit B, Internal
Control Reporting—
Significant Deficiency
March 14, 2007 March 31, 2007
Chapter 2, "Reporting
Requirements and Sample
Reports," exhibit B-1,
Internal Control
Reporting—No Significant
Deficiency
March 14, 2007 March 31, 2007
Chapter 3, "HUD
Multifamily Housing
Programs"
July 21, 2008 December 31, 2008
Chapter 4, "HUD
Multifamily Hospital
Program"
July 21, 2008 Effective upon
issuance
Chapter 5, "Insured
Development Cost
Certification Audit
Guidance"
March 23, 2007 June 30, 2007
Chapter 6, "Ginnie Mae
Issuers of Mortgage-Backed
Securities Audit Guidance"
April 3, 2007 June 30, 2007
Chapter 7, "HUD-Approved
Title II Nonsupervised
Mortgagees and Loan
Correspondents Audit
Guidance"
April 27, 2007 June 30, 2007
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Consolidated Audit Guide
for Audits of the U.S.
Department of Housing and
Urban Development (HUD)
Programs Chapter
Date Change Was
Issued
Change Effective for
Audits With Fiscal
Years Ending On or
After
Chapter 8, "HUD-Approved
Title I Nonsupervised
Lenders and Loan
Correspondents Audit
Guidance"
September 1, 2006 December 31, 2006
Appendix, "HUD–OIG
Regional Inspectors General
for Audit"
March 2007 March 2007
.66 Although no new chapter updates have been issued since the last alert,
chapter 6 was revised by HUD on January 30, 2009, to recognize an increase in
the net worth requirements, to $1 million for the single family, manufactured,
and HUD mortgage backed securities issues. This change was effective October
1, 2008. The changes were necessary to reflect the new net worth requirements
and to ensure that audits performed that cover the period on or after October
1, 2008, use the correct procedures.
.67 Chapters 1 and 2 of the HUD audit guide were under revision at the
time of this writing. Please note that, in 2007, HUD updated the illustrative
internal control reporting found in chapter 2 of the HUD audit guide for the
terminology and definitions found in Statement on Auditing Standards (SAS)
No. 112, Communicating Internal Control Related Matters Identified in an Au-
dit (AICPA, Professional Standards, vol. 1, AU sec. 325A), however, the HUD
handbook and the internal control reports on HUD's Web site have not yet been
updated to reflect the impact of SAS No. 115, Communicating Internal Control
Related Matters Identified in an Audit (AICPA, Professional Standards, vol. 1,
AU sec. 325) which amends and revises SAS No. 112 upon its effective date.
Until these HUD illustrations are updated, auditors should continue to use the
available illustrations based on SAS No. 112.
.68 To ensure that relevant and most recent audit guidance is being used,
auditors should periodically check HUD's Web site at www.hud.gov/offices/
oig/reports/auditguide/.
.69 The GAQC Web site will provide status updates on future revisions
to the HUD audit guide on its HUD information page at http://gaqc.aicpa.org/
Resources/HUD+Information/.
Audited Financial Statement Submission Procedure
for Public Housing Agencies
.70 HUD is revising the submission process for Public Housing Agencies
(PHAs) to support reporting financial information at the asset management
project level. Formerly this information was submitted on an entitywide ba-
sis. This has required system changes and revision of the format of the fi-
nancial data schedule (FDS). Several updates from HUD have been related to
specifying when and how to submit data. The most current notice, issued in
April 2009, contains transition year instructions for submitting audited finan-
cial data for PHAs with fiscal year ends of June 30, 2008—March 31, 2009.
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This notice is available on the HUD Web site at www.hud.gov/offices/reac/
products/fass/audited.cfm. This notice also states that the Financial Assess-
ment Subsystem online system is due to be released in October 2009, when
FDS information will begin being submitted online.
Audit and Attestation Developments
Update on Response to PCIE Report
.71 In response to the PCIE report, the AICPA formed seven task forces
to examine the PCIE report findings. The task forces include the following:
 Sampling/Materiality Issues in a Single Audit Environment
 Internal Control and Compliance Responsibilities in a Single Au-
dit Environment
 Schedule of Expenditures of Federal Awards Reporting Issues
 Reporting Audit Findings in a Single Audit
 Single Audit Training Needs and Continuing Professional Educa-
tion Evaluation
 Peer Review
 SAS No. 74 Revisions
.72 The task forces have met since October 2007 and continue to work on
issues found in the PCIE report. The main goal of each task force is to develop
enhanced or new guidance and practice aids in response to the detailed findings
in the PCIE report. As a result, some modifications were made in the 2008
edition of the AICPA audit guide, Government Auditing Standards and Circular
A-133 Audits. Much of the remainder of the task forces' work will be completed
by the end of 2009 and will involve further updates and clarifications in the
2009 edition of Government Auditing Standards and Circular A-133 Audits, as
well as the issuance of numerous practice aids. The task forces are working with
the AICPA Auditing Standards Board (ASB), OMB, and other federal agencies
to ensure that all relevant parties are involved in the development of practice
aids and guidance. Although the task forces are still in the process of getting
clearance on their various practice aids and guidance, several have identified a
number of practice tips that auditors should consider as they plan and perform
their 2009 single audits.
.73 The Sampling/Materiality Issues in a Single Audit Environment task
force issued the following practice tips:
 Reevaluate your compliance and internal control over compliance
sample sizes in single audits performed to ensure they are ade-
quate.
 The AICPA audit guide, Audit Sampling, is a resource that can
be used for in depth information related to sampling and sample
sizes that can be applied to single audits. Also watch for a new
chapter that is to be added to the audit guide, Government Au-
diting Standards and Circular A-133 Audits that will provide in
depth coverage of sampling in a single audit environment.
 Be sure to document the rationale explaining how the sample size
for a particular test was determined.
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 Note that it is important to properly identify the population to be
tested.
 GAQC members can listen to the archived member call, "Sampling
in a Single Audit Environment," found at http://gaqc.aicpa.org/
Resources/Archived+GAQC+Conference+Calls.htm.
.74 The Internal Control and Compliance Responsibilities in a Single Au-
dit Environment task force issued the following practice tips:
 Read chapters 9, "Consideration of Internal Control Over Compli-
ance for Major Programs," and 10, "Compliance Auditing Appli-
cable to Major Programs," of the AICPA audit guide, Government
Auditing Standards and Circular A-133 Audits.
 Note that the testing of compliance with compliance requirements
gives only indirect evidence on controls and cannot serve as the
basis for assessing controls as operating effectively.
 Although dual purpose testing is a viable alternative in a Circular
A-133 audit, auditors are cautioned to ensure that dual purpose
testing is properly documented, that sample sizes are appropriate
considering the dual nature of the test work, and that compliance
testing and control testing are properly identified in the documen-
tation.
 Be on the lookout for soon to be issued practice aids via the GAQC
Web site (www.aicpa.org/GAQC) that will assist auditors by pro-
viding illustrations of documentation for understanding and test-
ing of internal control over compliance, as well as dual purpose
testing.
 Make sure that you are using the compliance supplement appro-
priately for purposes of testing compliance.
 GAQC members can listen to the archived member call, "Internal
Control Considerations in a Single Audit," found at http://gaqc.
aicpa.org/Resources/Archived+GAQC+Conference+Calls.htm.
.75 The Schedule of Expenditures of Federal Awards Reporting Issues
task force issued the following practice tips:
 Read chapter 7, "Schedule of Expenditures of Federal Awards"
of the AICPA audit guide, Government Auditing Standards and
Circular A-133 Audits.
 Early in the audit planning process, communicate with clients who
have difficulty in preparing the SEFA regarding potential control
deficiencies associated with the client not being able to prepare
the SEFA.
 Document any control deficiencies identified during the audit and
conclude whether reporting is required.
 Document all procedures and conclusions related to the test-
ing of the SEFA and make sure it includes all required ele-
ments. To assist in meeting this responsibility, be on the look-
out for soon to be issued practice aids via the GAQC Web site
(www.aicpa.org/GAQC), which will assist auditors by providing an
illustrative SEFA audit program and related disclosure checklist.
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 Be sure that all Recovery Act expenditures are separately identi-
fied as required.
 GAQC members can listen to the archived member call, "Sched-
ule of Expenditures of Federal Awards Reporting Issues & Sug-
gested Procedures," which can be found at http://gaqc.aicpa.org/
Resources/Archived+GAQC+Conference+Calls.htm.
.76 The Reporting Audit Findings in a Single Audit task force issued the
following practice tips:
 Read chapter 13, "Auditor Reporting Requirements and Other
Communication Considerations in a Single Audit," of the AICPA
audit guide, Government Auditing Standards and Circular A-133
Audits.
 Start the process of developing the Schedule of Findings and Ques-
tioned Costs (SFQC) earlier in the audit process so the required
information is accumulated and documented as the findings are
identified.
 Be sure to thoroughly document the facts and circumstances when
a deviation is found but no finding is reported. Specifically, address
why it does not meet the reporting requirements.
 Educate staff members and partners about the importance of the
SFQC.
 Be sure to include both findings and any questioned costs.
 Review the SFQC and major program audit work to ensure they
tie out.
 Start with a blank pro forma of the SFQC, and not the prior year
form, to ensure that all information on the form is current and
relates to the major programs being audited in the current year.
 Do not include private information in the SFQC.
 Be on the lookout for soon to be issued practice aids via the GAQC
Web site (www.aicpa.org/GAQC), which will assist auditors by pro-
viding illustrative finding write-up templates.
.77 The Single Audit Training Needs and Continuing Professional Educa-
tion Evaluation task force issued the following practice tips:
 Ensure that single audit staff members receive the appropriate
amount of single audit and GAS training. Keep in mind that GAS
includes very specific continuing professional education (CPE) re-
quirements.
 Review the PCIE report with special emphasis on the deficiencies
noted.
 Review the compliance supplement with staff members partici-
pating in single audits to ensure they understand how to use it.
 Train staff members about any new requirements imposed by the
Recovery Act.
.78 The Peer Review task force noted that, in May 2009, the Peer Review
Board updated the peer review standards' interpretations for engagement se-
lection to ensure that a Circular A-133 engagement is selected for peer review.
Previously, the interpretation required the review of an engagement subject
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to GAS, but did not indicate that the review cover the compliance audit re-
quirements if a reviewed firm had both engagements subject to GAS only and
Circular A-133 engagements. In addition, the Practice Monitoring task force
of the Peer Review Board currently is considering other enhancements to the
review and oversight of Circular A-133 engagements, including updating the
Circular A-133 engagement checklist to provide additional guidance for review
of these engagements, development of additional tools for peer reviewers, and
enhancements to the report acceptance process for these engagements.
.79 Finally, the SAS No. 74 Revisions task force provided input regarding
revisions to AU section 801, Compliance Auditing Considerations in Audits of
Governmental Entities and Recipients of Governmental Financial Assistance
(AICPA, Professional Standards, vol. 1), as a result of the PCIE report. An
exposure draft was issued in 2008 with a final standard expected to be issued
in 2009. Discussion of the exposure draft can be found in the section, "On the
Horizon," of this alert.
Help Desk—Visit the GAQC Web site (www.aicpa.org/GAQC) for
further updates and information on new developments. Also, archived
webcasts are available to be viewed by members on topics such as in-
ternal control, sampling, and the Schedule of Expenditures of Federal
Awards. To listen to archived member calls mentioned previously, visit
http://gaqc.aicpa.org/Resources/Archived+GAQC+Conference+Calls
.htm.
For Profit Circular A-133-like Audit Requirements
.80 Certain federal agencies issued regulations and guidance requiring for
profit entities to contract for audits of their programs. Those audit requirements
often are similar to, but not the same as, audits conducted under Circular A-
133. In some cases, the regulations and guidance may require an audit under
Circular A-133. If you are asked to perform such an audit, it is important to
understand the requirements and also to make sure that the procedures and
audit reporting do not conflict with professional standards. In this case, the
auditor may consider contacting the federal agency that issued the requirement
with any questions related to the engagement. The federal agency's single audit
coordinator is a possible contact person for any such questions. Appendix 3,
Federal Agency Contacts for A-133 Audits, of the 2009 compliance supplement
contains contact information for a number of federal agencies.
Communicating Internal Control Related Matters Identified
in an Audit
.81 In October 2008, the AICPA ASB issued SAS No. 115, which amends
SAS No. 112 and further clarifies standards and provides guidance on commu-
nicating matters related to an entity's internal control over financial reporting
(internal control) identified in an audit of financial statements.
.82 The new SAS is applicable whenever an auditor expresses an opinion
on financial statements (including a disclaimer of opinion), except when the au-
ditor is performing an integrated audit and will be expressing an opinion on the
effectiveness of internal control over financial reporting under AT section 501,
An Examination of an Entity's Internal Control Over Financial Reporting That
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Is Integrated With an Audit of Its Financial Statements (AICPA, Professional
Standards, vol. 1). SAS No. 115 is effective for audits of financial statements
for periods ending on or after December 15, 2009.
.83 In general, SAS No. 115 retains many of the provisions of SAS No. 112;
it provides guidance to (a) enhance the auditor's ability to identify and evaluate
deficiencies in internal control during an audit, and then (b) communicate to
management and those charged with governance those deficiencies that the
auditor believes are significant deficiencies or material weaknesses.
.84 The key differences between SAS No. 115 and SAS No. 112 lie in the
definitions of material weaknesses and significant deficiencies. Under SAS No.
112, the auditor applied criteria of likelihood and magnitude described in that
standard to determine if a control deficiency reached the threshold of significant
deficiency or material weakness. Under SAS No. 115, the same criteria are
used; however, more judgment is allowed for in determining whether a control
deficiency is a significant deficiency.
Definitions of Significant Deficiency and Material Weakness
Under SAS No. 115
.85 A material weakness is a deficiency, or combination of deficiencies, in
internal control, such that a reasonable possibility exists that a material mis-
statement of the entity's financial statements will not be prevented, or detected
and corrected on a timely basis. For the purpose of this definition, a reasonable
possibility exists when the likelihood of the event is either reasonably possi-
ble or probable as those terms are used in Financial Accounting Standards
Board (FASB) Statement No. 5, Accounting for Contingencies, and are codified
at FASB ASC 450-20-25-1.
.86 A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness yet important
enough to merit attention by those charged with governance.
The Evaluation Process
.87 Although the auditor is not required to perform procedures specifi-
cally to identify deficiencies in internal control, during the course of the audit,
the auditor may become aware of deficiencies in the design or operation of the
entity's internal control. The auditor should evaluate the severity of each de-
ficiency in internal control identified during the audit and determine whether
the deficiency, individually or in combination with other deficiencies in internal
control, rise to the level of significant deficiencies or material weaknesses. The
severity of a deficiency in internal control depends on the following:
 The magnitude of the potential misstatement resulting from the
deficiency or deficiencies; and
 Whether a reasonable possibility exists that the entity's controls
will fail to prevent or to detect and correct a misstatement of an
account balance or disclosure.
.88 The severity of a deficiency does not depend on whether a misstate-
ment actually occurred. If the auditor identifies a deficiency in internal control
but has not identified an actual misstatement related to that deficiency, the
auditor cannot automatically conclude that the deficiency is not a significant
deficiency or a material weakness. If a misstatement has been identified, the
auditor should consider the potential for further misstatement in the financial
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statements being audited. For more information, see the following section, "The
Applicability of Statement on Auditing Standards No. 115 to Single Audits."
.89 The AICPA published Audit Risk Alert Communicating Internal Con-
trol Related Matters in an Audit—Understanding SAS No. 115 (product no.
022539) to assist in understanding the requirements of this SAS. This Audit
Risk Alert provides specific case studies to help determine whether identified
control weaknesses would constitute a significant deficiency or material weak-
ness; it can be obtained by calling the AICPA at (888) 777-7077 or visiting
www.cpa2biz.com.
The Applicability of Statement on Auditing Standards No. 115
to Single Audits
.90 SAS No. 115 was issued by the ASB in October 2008 and is effective for
audits of financial statements for periods ending on or after December 15, 2009,
with early implementation permitted. The GAO has issued interim guidance
related to communicating matters related to an entity's internal control over
financial reporting, making it permissible for auditors to implement SAS No.
115 on their financial statement audits performed under GAS. The full text
of the GAO interim guidance related to SAS No. 115 is available on the GAO
Web site at www.gao.gov/govaud/icguidance0811.pdf. This guidance becomes
effective concurrently with the auditors' implementation of SAS No. 115.
.91 However, as of this alert's issue date, OMB has not provided any guid-
ance regarding the use of SAS No. 115 guidance for reporting on internal control
over compliance. Therefore, it would not be appropriate for auditors to use the
SAS No. 115 definitions for reporting in a single audit until the OMB guid-
ance is amended to allow usage of these new definitions. Auditors should con-
tinue to use the Circular A-133 report illustrations in the Government Auditing
Standards and Circular A-133 Audits audit guide that reflect SAS No. 112 ter-
minology and definitions. Those reports are also available on the GAQC Web
site at http://gaqc.aicpa.org/Resources/Illustrative+Auditors+Reports/. Audi-
tors should monitor the OMB Web site for further guidance at www.whitehouse.
gov/omb and look to the GAQC Web site at www.aicpa.org/GAQC for further up-
dates as they become available.
Help Desk—Illustrative Government Auditing Standards reports
that reflect the guidance in Statement on Auditing Standards
No. 115, Communicating Internal Control Related Matters Identi-
fied in an Audit (AICPA, Professional Standards, vol. 1, AU sec.
325) are available on the GAQC Web site at http://gaqc.aicpa.org/
Resources/Illustrative+Auditors+Reports/ (for information on mem-
bership in the GAQC see the section titled "Resource Central" in this
alert). These reports also are available in the 2009 Government Au-
diting Standards and Circular A-133 Audits audit guide.
Common Internal Control Issues in a Single Audit
.92 Entities that receive federal awards are required to establish and
maintain internal control designed to reasonably ensure compliance with fed-
eral laws, regulations, and program compliance requirements. OMB Circular
A-133 section 500(c)(2) requires auditors to plan the audit to support a low
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assessed level of control risk for major programs and plan the testing of in-
ternal control over major programs to support a low assessed level of control
risk for the assertions relevant to the compliance requirements for each major
program. In addition, unless internal control is likely to be ineffective, testing
of internal control should be performed as planned.
.93 Appendix VII of the 2009 compliance supplement lists the most com-
mon deficiencies cited in the PCIE report, including one that relates to internal
control. The report found that auditors in the audits studied were not docu-
menting the following:
 Their understanding of internal control over compliance in a man-
ner that addresses the 5 elements of the Committee of Sponsoring
Organizations of the Treadway Commission (56.5 percent).
 The testing of internal control over compliance (61 percent).
.94 "Internal Control," part 6 of the compliance supplement describes the
objectives of internal control and certain characteristics of internal control that,
when present and operating effectively, may ensure compliance with program
requirements, for each type of compliance requirement. Although an entity
may have the characteristics listed in this part, an entity also may have other
appropriate internal controls that, if operating effectively, provide adequate
internal control (part 6 is not intended to be used as a checklist of required
internal control characteristics). In addition, the presence of the characteristics
in part 6, or other appropriate internal controls, does not indicate that controls
are implemented and operating effectively; further testing of controls is needed
to determine that they are both implemented and operating effectively.
Help Desk—A problem area noted in QCRs of single audits is deficien-
cies in the auditors documentation surrounding the understanding
and testing of internal control over compliance. The GAQC is near-
ing completion of several practice aids that will assist auditors by
providing examples of audit documentation relating to internal con-
trol over compliance in a single audit. Watch the GAQC Web site at
www.aicpa.org/GAQC for an announcement regarding the availability
of these practice aids. (For information on the GAQC and member-
ship in the GAQC, see the subsection titled "The GAQC" found in the
"Resource Central" section of the alert.)
Internal Control Matters Relating to the SEFA
.95 The preparation of the SEFA is an auditee responsibility. Circular
A-133 requires that a SEFA be presented and reported on as supplementary
information. Additionally, the SEFA is subject to compliance testing under the
"reporting" type of compliance requirement. When there are compliance or in-
ternal control findings, or both, related to an auditee's inability to prepare a
SEFA, there are multiple places where they may be reported by the auditor,
including the following:
 "Report on Compliance with Requirements Applicable to Each Ma-
jor Program and on Internal Control over Compliance in Accor-
dance with OMB Circular A-133" (Circular A-133 Report)
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 "Report on Internal Control Over Financial Reporting and on Com-
pliance and other Matters Based on an Audit of Financial State-
ments Performed in Accordance with Government Auditing Stan-
dards" (Yellow Book Report)
.96 No definitive answer exists regarding where SEFA preparation related
findings may be reported because each case is dependent upon the relevant facts
and circumstances. Further, evaluating control deficiencies over the prepara-
tion of the SEFA may be challenging because such deficiencies may relate to
internal control over financial reporting, internal control over compliance, or
both. Due to the relationship of the SEFA to both the financial statements and
compliance with Circular A-133, auditors should consider evaluating and re-
porting control deficiencies on the SEFA using a two step process. The first step
would consist of evaluating the effect of the control deficiency on the financial
statements and financial reporting process in accordance with SAS No. 112 or
SAS No. 115 (as appropriate). If a significant deficiency or material weakness
in internal control over financial reporting exists, the auditor would report it
in the Yellow Book report and in the SFQC. The second step would then consist
of evaluating the effect of the control deficiency as it relates to the federal pro-
grams in accordance with Interpretation No. 1, "Communicating Deficiencies
in Internal Control Over Compliance in an Office of Management and Bud-
get (OMB) Circular A-133 Audit," of AU section 325A, Communicating Internal
Control Related Matters Identified in an Audit (AICPA, Professional Standards,
vol. 1, AU sec. 9325A par. .01–.04). If a significant deficiency or material weak-
ness in internal control over compliance is noted, the auditor would report it in
the Circular A-133 report and in the SFQC.
Recent Pronouncements
.97 AICPA auditing and attestation standards are applicable only to audits
and attestation engagements of nonissuers. The Public Company Accounting
Oversight Board (PCAOB) establishes auditing and attestation standards for
audits of issuers. For information on pronouncements issued subsequent to the
writing of this alert, please refer to the AICPA Web site at www.aicpa.org and
the PCAOB Web site at www.pcaob.org. You also may look for announcements
of newly issued accounting standards in the CPA Letter and the Journal of
Accountancy.
Recent Auditing and Attestation Pronouncements
and Related Guidance
.98 The following table presents a list of recently issued audit and attes-
tation pronouncements and related guidance.
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Recent Auditing and Attestation Pronouncements
and Related Guidance
Statement on Auditing
Standards (SAS) No. 116,
Interim Financial Information
(AICPA, Professional
Standards, vol. 1, AU sec. 722)
Issue Date: February 2009
(Applicable to audits conducted
in accordance with generally
accepted auditing standards
[GAAS])
This standard amends AU section 722 to
accommodate reviews of interim
financial information of nonissuers,
including companies offering securities
pursuant to Securities and Exchange
Commission Rule 144A or participating
in private equity exchanges. It is
effective for reviews of interim financial
information for interim periods
beginning after December 15, 2009.
Earlier application is permitted.
SAS No. 115, Communicating
Internal Control Related
Matters Identified in an Audit
(AICPA, Professional
Standards, vol. 1, AU sec. 325)
Issue Date: October 2008
(Applicable to audits conducted
in accordance with GAAS)
Replacing SAS No. 112, Communicating
Internal Control Related Matters
Identified in an Audit (AICPA,
Professional Standards, vol. 1, AU sec.
325A) this standard defines the terms
deficiency in internal control, significant
deficiency, and material weakness;
provides guidance on evaluating the
severity of deficiencies in internal
control identified in an audit of financial
statements; and requires the auditor to
communicate in writing, to management
and those charged with governance,
significant deficiencies and material
weaknesses identified in an audit. It is
effective for audits of financial
statements for periods ending on or after
December 15, 2009. Earlier
implementation is permitted.
Statement on Standards for
Attestation Engagements
(SSAE) No. 15, An
Examination of an Entity's
Internal Control Over
Financial Reporting That Is
Integrated With an Audit of Its
Financial Statements (AICPA,
Professional Standards, vol. 1,
AT sec. 501)
Issue Date: October 2008
This statement establishes requirements
and provides guidance that applies when
a practitioner is engaged to perform an
examination of the design and operating
effectiveness of an entity's internal
control over financial reporting
(examination of internal control) that is
integrated with an audit of financial
statements (integrated audit). This
SSAE is effective for integrated audits
for periods ending on or after December
15, 2008. Earlier implementation is
permitted.
(continued)
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Recent Auditing and Attestation Pronouncements
and Related Guidance
Interpretation No. 1, "Use of
Electronic Confirmations," of
AU section 330, The
Confirmation Process (AICPA,
Professional Standards, vol. 1,
AU sec. 9330 par. .01–.08)
Issue Date: April 2007 Revised
Date: November 2008
(Interpretive publication)
This interpretation of AU section 330
addresses the use of electronic
confirmations.
Interpretation No. 7,
"Reporting on the Design of
Internal Control," of AT section
101, Attest Engagements
(AICPA, Professional
Standards, vol. 1, AT sec. 9101
par. .59–.69)
Issue Date: December 2008
(Interpretive publication)
This interpretation of AT section 101
addresses how a practitioner may report
on the suitability of the design of an
entity's internal control over financial
reporting for preventing or detecting and
correcting material misstatements of the
entity's financial statements on a timely
basis.
.
Technical Questions and
Answers (TIS) section 9150.25,
"Determining Whether
Financial Statements Have
Been Prepared by the
Accountant" (AICPA, Technical
Practice Aids)
Issue Date: December 2008
(Nonauthoritative)
This question and answer discusses
what an accountant should consider in
determining whether he or she has
prepared the financial statements of a
nonissuer.
TIS section 1100.15, "Liquidity
Restrictions" (AICPA,
Technical Practice Aids)
Issue Date: October 2008
(Nonauthoritative)
This question and answer discusses
auditing and accounting issues related
to withdrawal restrictions placed on
short term investments by a money
market fund or its trustee.
Recent AICPA Independence and Ethics Pronouncements
.99 Audit Risk Alert Independence and Ethics Developments—2009 (prod-
uct no. 022479) contains a complete update on new independence and ethics
pronouncements. This alert will heighten your awareness of independence and
ethics matters likely to affect your practice. Obtain this alert by calling the
AICPA at (888) 777-7077 or visiting www.cpa2biz.com.
On the Horizon
.100 Auditors should keep abreast of auditing and accounting develop-
ments and upcoming guidance that may affect their engagements. The following
sections present brief information about some ongoing projects that have par-
ticular significance to those entities receiving federal funds and their auditors
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or that may result in significant changes. Remember that exposure drafts are
nonauthoritative and cannot be used as a basis for changing existing standards.
.101 The following table lists the various standard setting bodies' Web
sites, through which information may be obtained on outstanding exposure
drafts, including downloading exposure drafts. These Web sites contain in-
depth information about proposed standards and other projects in the pipeline.
Many more accounting and auditing projects exist in addition to those discussed
here. Readers should refer to information provided by the various standard set-
ting bodies for further information.
Standard Setting Body Web site
AICPA Auditing Standards
Board
www.aicpa.org/Professional+Resources/
Accounting+and+Auditing/Audit+and+
Attest+Standards/Auditing+Standards+
Board/
U.S. Government Accountability
Office
www.gao.gov/govaud/ybk01.htm
Financial Accounting Standards
Board
www.fasb.org
Governmental Accounting
Standards Board
www.gasb.org
Professional Ethics Executive
Committee
www.aicpa.org/Professional+Resources/
Professional+Ethics+Code+of+
Professional+Conduct/Professional+
Ethics/
Public Company Accounting
Oversight Board
www.pcaob.org
Proposed SAS, Compliance Audits3
Overview
.102 In January 2009, the AICPA's ASB issued a proposed SAS, Compli-
ance Audits (proposed SAS). The proposed SAS would supersede SAS No. 74,
Compliance Auditing Considerations in Audits of Governmental Entities and
Recipients of Governmental Financial Assistance (AICPA, Professional Stan-
dards, vol. 1, AU sec. 801), and if finalized as proposed, would be effective
for compliance audits for fiscal periods ending on or after June 15, 2010, with
earlier implementation permitted. The proposed SAS was issued primarily in
response to the federal study on single audit quality, "Report on National Single
Audit Sampling Project," issued by the PCIE.
.103 The proposed SAS is available through the following link: www.
aicpa.org/download/auditstd/ComplianceAuditsSAS_ED.pdf. You may follow
3 Visit the AICPA Web site at www.aicpa.org/Professional+Resources/Accounting+and+Auditing/
Audit+and+Attest+Standards/ for further developments. It is expected that a final Statement on
Auditing Standards will be issued in the fall of 2009.
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the progress of this SAS through the "Audit and Attest" section of the AICPA's
Web site: www.aicpa.org/Professional+Resources/Accounting+and+Auditing/
Audit+and+Attest+Standards/.
Effect of Proposed SAS on Compliance Audits
.104 The proposed SAS clarifies its applicability to, and provides more
detailed guidance for, compliance audits. As a result, it is expected that the
application of the proposed SAS may change the way an auditor performs a
compliance audit. How significantly the proposed SAS will affect a firm's com-
pliance audits will depend on how closely the firm has been following the audit
guidance in this guide and adapting existing AICPA SASs to compliance audits.
.105 The potential effects of the proposed SAS on compliance audits in-
clude the following:
 The proposed SAS, which was prepared using the ASB's new clar-
ity format, presents a more detailed description of auditor require-
ments than SAS No. 74, which should result in a better under-
standing of the compliance audit requirements. It also includes
key definitions, the overall objectives of the standard, and appli-
cation guidance and explanatory materials.
 The applicability section of the standard includes compliance au-
dits beyond those performed under OMB Circular A-133, such as
audits performed under certain federal agency audit guides (for
example, HUD guide audits).
 The proposed SAS includes certain compliance auditing consider-
ations in its requirements that had previously only been discussed
in the Government Auditing Standards and Circular A-133 Audits
Audit Guide. The inclusion of this material in the standard will re-
sult in the guidance being applied to all compliance audits covered
by the proposed SAS instead of only Circular A-133 audits.
 The proposed SAS clarifies the applicability of other AU sections
to compliance audits, which may result in practice changes de-
pending on how a firm previously interpreted the applicability of
other auditing standards to a compliance audit.
Applicability of Proposed SAS
.106 The proposed SAS would apply when an auditor is engaged to perform
a compliance audit in accordance with all of the following:
 Generally accepted auditing standards (GAAS)
 The standards for financial audits under GAS
 A governmental audit requirement (defined as a governmental re-
quirement established by law, regulation, rule, or provision of con-
tracts or grant agreements requiring that an entity undergo an
audit of its compliance with applicable compliance requirements
related to one or more government programs that the entity ad-
ministers)
.107 The proposed SAS clarifies that it does not apply to the financial
statement audit component related to a compliance audit. Therefore, for a sin-
gle audit, the proposed SAS would not apply to the financial statement audit
portion of the audit that is performed under GAAS and GAS. However, it would
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apply to the compliance portion of the audit that is performed under GAAS,
GAS, and a government audit requirement (such as Circular A-133).
Management’s Responsibility Under Proposed SAS
.108 The proposed SAS notes that a compliance audit is based on the
premise that management is responsible for the entity's compliance with com-
pliance requirements, which includes the following:
 Identifying the entity's government programs and understanding
and complying with the compliance requirements
 Establishing and maintaining controls that provide reasonable
assurance that the entity manages government programs in com-
pliance with the compliance requirements
 Evaluating and monitoring the entity's compliance with the com-
pliance requirements
 Taking corrective action on audit findings of the compliance audit
Highlights of the Proposed SAS
Adapting and Applying the AU Sections to
a Compliance Audit
.109 The proposed SAS establishes a requirement for the auditor to adapt
and apply GAAS, including the risk assessment and fraud standards, to a com-
pliance audit except for the AU sections noted in exhibit A of the proposed SAS,
AU Sections That Are Not Applicable to Compliance Audits. Whereas some
AU sections can be adapted by simply replacing the term misstatement with
noncompliance, other AU sections entail additional modification. The proposed
SAS provides guidance on how to adapt and apply certain AU sections to a
compliance audit.
Materiality
.110 The auditor should establish materiality levels for the audit based
on the governmental audit requirement.
Risk Assessment
.111 The proposed SAS provides guidance in several areas related to risk
assessment. The standard notes that the auditor should determine which of
the entity's government programs and compliance requirements to test in ac-
cordance with the governmental audit requirement (based on management's
identification of the programs and compliance requirements). The auditor also
should perform risk assessment procedures to obtain a sufficient understand-
ing of the government program, the applicable compliance requirements, and
internal control over compliance with the applicable compliance requirements.
In addition, as part of performing the risk assessment procedures, the audi-
tor should consider whether there are findings and recommendations previ-
ously received that directly relate to the objectives of the compliance audit and
management's response to those communications. This information should be
used to assess risk and determine the nature, timing, and extent of the au-
dit procedures for the audit, including determining the extent that testing the
implementation of any corrective action is applicable to the audit objectives.
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.112 The auditor should assess the risks of material noncompliance
whether due to error or fraud for each applicable compliance requirement.
.113 If the auditor identifies a risk of material noncompliance that is per-
vasive to the entity's compliance, an overall response to the assessed risks of
material noncompliance should be developed. Further audit procedures should
be designed and performed, including tests of details, to obtain sufficient ap-
propriate audit evidence about the entity's compliance with each of the applica-
ble compliance requirements in response to the assessed risk of material non-
compliance. The auditor should adapt and apply the guidance in certain para-
graphs of AU section 318, Performing Audit Procedures in Response to Assessed
Risks and Evaluating the Audit Evidence Obtained (AICPA, Professional Stan-
dards, vol. 1). Procedures should include tests of controls if certain conditions
are met.
Supplementary Audit Requirements
.114 The auditor should identify audit requirements specified in the gov-
ernmental audit requirements that are supplementary to GAAS or the Yellow
Book and perform procedures to address those requirements. When the audit
guidance provided by a governmental agency for the performance of compli-
ance audits has not been updated, or conflicts with current GAAS or the Yellow
Book, the auditor should comply with the most current applicable GAAS or the
Yellow Book instead of the outdated or conflicting guidance.
Written Representations
.115 The auditor should obtain written representations from management
related to the entity's compliance with applicable compliance requirements,
and the auditor should determine that the representations are tailored to the
entity, the governmental audit requirements and the applicable compliance
requirements.
Subsequent Events
.116 Information about subsequent events that comes to the auditor's at-
tention should be considered. The proposed SAS identifies two types of subse-
quent events that may occur and the auditor's responsibility for them.
Forming an Opinion and Reporting
.117 The auditor should evaluate the sufficiency and appropriateness
of the audit evidence obtained. The auditor should then form an opinion on
whether the entity complied in all material respects with the applicable com-
pliance requirements, and report appropriately. The auditor should evaluate
likely questioned costs, not just known questioned costs, as well as other mate-
rial noncompliance that, by its nature, may not result in questioned costs when
forming an opinion.
.118 The auditor should report noncompliance and other matters that are
required to be reported by the governmental audit requirement in the manner
specified by that requirement.
.119 The proposed SAS contains the elements that should be included
in the auditor's report on compliance. Furthermore, it contains a listing of
elements that should be added when the auditor combines the auditor's report
on compliance with the report on internal control over compliance. In the event
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the auditor is required to report on internal control over compliance and the
auditor chooses to issue a separate report on internal control over compliance,
the elements that should be included are set forth.
.120 Conditions that would result in a modified report are discussed, as
well as any required communications for significant deficiencies and material
weaknesses in internal control over compliance and communications related to
other matters.
Documentation
.121 The auditor should document the following:
 The risk assessment procedures performed, including those re-
lated to gaining an understanding of internal control over compli-
ance.
 His or her response to assessed risk of material noncompliance, the
procedures performed to test compliance with the applicable com-
pliance requirements, and the results of those procedures. This
may include any tests of controls over compliance.
 Materiality levels and how they were determined.
 How he or she complied with the specific governmental audit re-
quirements that are supplementary to GAAS and GAS.
.122 The proposed SAS states that the auditor is not expected to prepare
specific documentation of how the auditor adapted and applied each of the
applicable AU sections to the objectives of a compliance audit.
Reissuance of the Compliance Report
.123 The proposed SAS also includes guidance when an auditor is required
to reissue his or her compliance report.
Application Guidance and Explanatory Material
.124 Additional application guidance and explanatory material related to
certain of the topics mentioned previously provide the auditor with guidance
in applying the provisions of the proposed SAS.
Auditing and Attestation Pipeline
Auditing Standards Board Clarity Project
.125 In response to growing concerns about the complexity of standards,
the ASB has commenced a large-scale clarity project to revise all existing
auditing standards so they are easier to read and understand. Over the next
two or three years, the ASB will be redrafting all of the existing auditing sec-
tions contained in the Codification of Statements on Auditing Standards (AU
sections of the AICPA's Professional Standards) to apply the clarity drafting
conventions and converge with the International Standards on Auditing (ISAs)
issued by the International Auditing and Assurance Standards Board. The
ASB proposes that, except to address current issues, all redrafted standards
will become effective at the same time. Only those standards needing to
address current issues (like the previously discussed compliance auditing
standard) would have earlier effective dates. The ASB believes that a single
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effective date will ease the transition to, and implementation of, the redrafted
standards. The effective date will be long enough after all redrafted statements
are finalized to allow sufficient time for training and updating of firm audit
methodologies. Currently, the date is expected to be for audits of financial
statements for periods beginning no earlier than December 15, 2010. This date
depends on satisfactory progress being made and will be amended, should that
prove necessary. See the explanatory memorandum "Clarification and Conver-
gence" and the discussion paper Improving the Clarity of ASB Standards at
www.aicpa.org/Professional+Resources/Accounting+and+Auditing/Audit+and+
Attest+Standards/Improving+the+Clarity+of+ASB+Standards.htm.
Resource Central
.126 The following are various resources that practitioners engaged in
GAS and Circular A-133 audits may find beneficial.
AICPA State and Local Government Expert Panel
.127 The State and Local Government Expert Panel is an AICPA volunteer
group whose purpose is to identify state and local government financial report-
ing and auditing issues and to work with appropriate bodies for resolutions
benefiting the public interest, to conduct liaison activities with the Governmen-
tal Accounting Standards Board, regulators such as the GAO and OMB and
applicable industry associations, and to advise and assist in the development
of AICPA products and services related to state and local government audits.
For information about the activities of the State and Local Government Expert
Panel, visit the AICPA Web site at www.aicpa.org/Professional+Resources/
Accounting+and+Auditing/Accounting+Standards/expertpanel_government
.htm.
AICPA Not-For-Profit Entity Expert Panel
.128 The Not-For-Profit Entity Expert Panel is an AICPA volunteer group
whose purpose is to identify financial reporting and auditing issues unique to
not-for-profit entities, to work with appropriate bodies for resolutions benefit-
ing the public interest, to conduct liaison activities with the AICPA Accounting
Standards Executive Committee and FASB, and to advise and assist in the de-
velopment of AICPA products and services related to not-for-profit entities. For
information about the activities of the Not-For-Profit Entity Expert Panel, visit
the AICPA Web site at www.aicpa.org/Professional+Resources/Accounting+
and+Auditing/Accounting+Standards/expertpanel_notforprofit.htm.
Publications
.129 Practitioners may find the following publications useful. Choose the
format best for you—online, print, or CD-ROM.
 Audit Guide Government Auditing Standards and Circular A-133
Audits (2009) (product no. 012749 [paperback], WRF-XX [online
with associated Audit Risk Alert], or DRF-XX [CD-ROM])
 Audit and Accounting Guide Not-for-Profit Entities (2009) (product
no. 012649 [paperback], WNP-XX [online with associated Audit
Risk Alert], or DNP-XX [CD-ROM])
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 Audit and Accounting Guide State and Local Governments (2009)
(product no. 012669 [paperback], WRF-XX [online with associated
Audit Risk Alert], or DRF-XX [CD-ROM])
 Audit and Accounting Guide Health Care Entities (2009) (product
no. 012619 [paperback], WHC-XX [online with associated Audit
Risk Alert], or DHC-XX [CD-ROM])
 Audit Guide Audit Sampling (2008) (product no. 012538 [paper-
back], WAS-XX [online], or DAS-XX [CD-ROM])
 Audit Guide Analytical Procedures (2008) (product no. 012558 [pa-
perback], WAN-XX [online], or DAN-XX [CD-ROM])
 Audit Guide Assessing and Responding to Audit Risk in a Finan-
cial Statement Audit (2006) (product no. 012456 [paperback] or
WRA-XX [online])
 Audit Guide Service Organizations: Applying SAS No. 70, as
Amended (2009) (product no. 012779 [paperback], WSV-XX [on-
line], or DSV-XX [CD-ROM])
 Audit Risk Alert Current Economic Crisis: Accounting and Au-
diting Considerations—2009 (product no. 0223308 [paperback],
WGE-XX [online], or DGE-XX [CD-ROM])
 Audit Risk Alert Independence and Ethics Developments—2009
(product no. 022479 [paperback], WIA-XX [online], or DIA-XX
[CD-ROM])
 Audit Risk Alert Communicating Internal Control Related Matters
in an Audit—Understanding SAS No. 115 (product no. 022539
[paperback],
 Audit and Accounting Practice Aid Independence Compliance:
Checklists and Tools for Complying With AICPA and GAO Inde-
pendence Requirements (product no. 006661 [paperback])
AICPA reSOURCE: Accounting and Auditing Literature
.130 The AICPA has created your core accounting and auditing library
online. AICPA reSOURCE is now customizable to suit your preferences or your
firm's needs. Or, you can sign up for access to the entire library. Get access—
anytime, anywhere—to the Financial Accounting Standards Board Accounting
Standards Codification, AICPA's latest Professional Standards, Technical Prac-
tice Aids, Audit and Accounting Guides, Audit Risk Alerts, Accounting Trends
& Techniques, and more. To subscribe to this essential online service for ac-
counting professionals, visit www.cpa2biz.com.
CPE
.131 The AICPA offers a number of CPE courses that are valuable to CPAs
working in public practice and industry, including the following:
 AICPA's Annual Accounting and Auditing Update Workshop
(2009–2010 Edition) (product no. 736185 [text] or 187193 [DVD]).
Whether you are in industry or public practice, this course keeps
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you current and informed and shows you how to apply the most
recent standards.
.132 Among the many courses, the following are specifically related to
audits of entities subject to GAS and Circular A-133:
 The Revised Yellow Book for Financial Audits (product no. 753420
[text])
 Applying A-133 to Nonprofit and Governmental Organizations
(product no. 730212 [text] or 187211 [DVD/Manual]
 Solving Complex Single Audit Issues for Government and Non-
profit Organizations (product no. 734413 [text])
 Studies On Single Audit and Yellow Book Deficiencies (product no.
733033 [text])
 Frequent Frauds Found in Governments and Not-For-Profits (prod-
uct no. 733312 [text])
 Advanced Auditing of HUD-Assisted Projects (product no. 730201
[text])
.133 Visit www.cpa2biz.com for a complete list of CPE courses.
Online CPE
.134 AICPA CPExpress, offered exclusively through CPA2Biz, is the
AICPA's flagship online learning product. AICPA members pay $180 for a new
subscription and $149 for the annual renewal. Nonmembers pay $435 for a new
subscription and $375 for the annual renewal. Divided into 1-credit and 2-credit
courses that are available 24 hours a day, 7 days a week, AICPA CPExpress
offers hundreds of hours of learning in a wide variety of topics. Some topics of
special interest to those performing GAS and Circular A-133 audits include the
following:
 Fraud—More on Governmental and Not-For-Profits
 Single Audits: Applying A-133 to Nonprofit and Government
 Single Audits: Solving Complex Single Audit Issues for Govern-
ment and Nonprofit Organizations
.135 To register or learn more, visit www.cpa2biz.com.
Webcasts
.136 Stay plugged in to what is happening and earn CPE credit right from
your desktop. AICPA webcasts are high quality, two-hour CPE programs that
bring you the latest topics from the profession's leading experts. Broadcast live,
they allow you to interact with the presenters and join in the discussion. If you
cannot make the live event, each webcast is archived and available on CD-ROM.
CFO Quarterly Roundtable Series
.137 The CFO Quarterly Roundtable Series, brought to you each calen-
dar quarter via webcast, covers a broad array of "hot topics" that successful
organizations employ and subjects that are important to the CFO's personal
success. From financial reporting, budgeting, and forecasting to asset manage-
ment and operations, the roundtable helps CFOs, treasurers, controllers, and
other financial executives excel in their demanding roles.
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Member Service Center
.138 To order AICPA products, receive information about AICPA activ-
ities, and get help with your membership questions, call the AICPA Service
Operations Center at (888) 777-7077.
Hotlines
Accounting and Auditing Technical Hotline
.139 Do you have a complex technical question about GAAP, other compre-
hensive bases of accounting, or other technical matters? If so, use the AICPA's
Accounting and Auditing Technical Hotline. AICPA staff will research your
question and call you back with the answer. The hotline is available from 9
a.m. to 8 p.m. EST on weekdays. You can reach the Technical Hotline at (877)
242-7212 or online at www.aicpa.org/Professional+Resources/Accounting+and+
Auditing/Accounting+and+Auditing+Technical+Help/.
Ethics Hotline
.140 In addition to the Technical Hotline, the AICPA also offers an Ethics
Hotline. Members of the AICPA's Professional Ethics Team answer inquiries
concerning independence and other behavioral issues related to the application
of the AICPA Code of Professional Conduct. You can reach the Ethics Hotline
at (888) 777-7077 or by e-mail at ethics@aicpa.org.
Industry Conference
.141 The AICPA sponsors four annual conferences that include a focus on
GAS and Circular A-133 topics in the summer and fall of each year.
.142 Governmental Accounting and Auditing Update Conference (GAAC)
EAST will be held August 16–17, 2010, in Washington, D.C., and its counter-
part, GAAC WEST, will be held September 27–28, 2010, in Las Vegas. These
conferences are designed for CPAs working in federal, state, and local govern-
ment, public practitioners with government clients, and regulators who need
to be aware of emerging developments should attend this conference to remain
current on the issues. Attending one of these conferences is a great way to
receive timely guidance along with practical advice on how to handle new legis-
lation and standards from key government officials and representatives of the
accounting profession—including the standard setters themselves.
.143 AICPA National Governmental and Not-for-Profit Training will be
held October 25–27, 2010 in Las Vegas. If you need hands on training and
are a CPA in public practice—or a governmental or not-for-profit staffer—then
this conference is for you. You'll hear directly from the standards setters and
industry leaders on a variety of topics including developments in governmental
accounting and auditing, the latest in proposed regulations and laws on the
local, state, and federal government levels, as well as those affecting the not-
for-profit sector and more.
.144 Not-for-Profit Industry Conference will be held June 17–18, 2010, in
Washington, D.C. The conference offers a wide range of topics geared to not-
for-profit professionals at every level: tax, management, audit and accounting
issues, fundraising, and regulatory issues.
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.145 For further information about the conferences, call (888) 777-7077 or
visit www.cpa2biz.com.
The GAQC
.146 The GAQC is a firm-based, voluntary membership center designed
to improve the quality and value of governmental audit services. Governmen-
tal audits are performed under Government Auditing Standards and are au-
dits and attestation engagements of federal, state, or local governments; not-
for-profit organizations; and certain for-profit organizations, such as housing
projects and colleges and universities that participate in governmental pro-
grams or receive governmental financial assistance. The GAQC keeps member
firms informed about the latest developments and provides them with tools and
information to help them better manage their audit practice. Firms that join
demonstrate their commitment to audit quality by agreeing to adhere to certain
membership requirements.
.147 The GAQC has been in existence since September 2004. Since its
launch, center membership has grown to almost 1,300 firms from 50 states, the
District of Columbia, Puerto Rico, and the U.S. Virgin Islands. The membership
accounts for approximately 83 percent of the total federal expenditures covered
in single audits performed by CPA firms in the Federal Audit Clearinghouse
database (http://harvester.census.gov/sac/) for the year 2006 (the latest year
with complete submission data).
.148 The GAQC's focus is to promote the highest quality audits and to save
firms time by providing a centralized place to find information that they need,
when they need it, to maximize quality and practice success. Center resources
include the following:
 E-mail alerts with the latest audit and regulatory developments,
including information on the Recovery Act and its impact on your
audits
 Exclusive webcasts and teleconferences on compliance auditing
and timely topics relevant to governmental and not-for-profit fi-
nancial statement audits (optional CPE is available for a small
fee, and events are archived online)
 Dedicated GAQC Web site at http://gaqc.aicpa.org with resources,
community, events, and products and a complete listing of GAQC
member firms in each state
 Online member discussion forums for sharing best practices and
discussing issues firms are facing
 Savings on professional liability insurance
Help Desk—With all of the quality issues being noted in governmen-
tal audits and the ongoing effect of the Recovery Act, as discussed in
this alert, your firm should consider joining the center. To enroll or
learn more about the GAQC, including details on the membership re-
quirements and fees for membership, go to www.aicpa.org/GAQC or
e-mail the GAQC staff at GAQC@aicpa.org. To preview member bene-
fits, go to http://gaqc.aicpa.org/Memberships/.
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Industry Web Sites
.149 The Internet covers a vast amount of information that may be valu-
able to auditors of entities subject to GAS or Circular A-133 audits, including
current industry trends and developments. Some of the more relevant sites are
shown in the appendix of this alert.
* * * *
.150 This Audit Risk Alert replaces Government Auditing Standards and
Circular A-133 Developments—2008.
.151 The Audit Risk Alert Government Auditing Standards and Circular
A-133 Developments is published annually. As you encounter audit or industry
issues that you believe warrant discussion in next year's Audit Risk Alert,
please feel free to share them with us. Any other comments that you have
about the Audit Risk Alert also would be appreciated. You may e-mail these
comments to sreed@aicpa.org or write to
Susan M. Reed
AICPA
220 Leigh Farm Road
Durham, NC 27707-8110
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.152
Appendix—Additional Web Resources
Here are some useful Web sites that may provide valuable information to ac-
countants.
Web site Name Content Web site
AICPA Summaries of recent
auditing and other
professional standards,
as well as other AICPA
activities
www.aicpa.org
www.cpa2biz.com
www.ifrs.com
Catalog of Federal
Domestic
Assistance (CFDA)
Electronic searchable
version of the CFDA,
which may be useful for
identifying or verifying
CFDA numbers
www.cfda.gov
Department of
Education: Office
of Inspector
General
Nonfederal Audits
Team
Provides sources,
including various audit
guides, to assist in the
conduct and
understanding of single
audits and audits of
Student Financial Aid
www.ed.gov/about/offices/
list/oig/nonfed/index.html
Department of
Housing and
Urban
Development
(HUD): Office of
Inspector General
Among the items found
on this Web site is the
Consolidated Audit
Guide for Audits of
HUD Programs
www.hud.gov/offices/oig
Federal Audit
Clearinghouse
Web site used for
submission of data
collection form. It
contains various
versions of the data
collection form (Form
SF-SAC)
http://harvester.census.gov/
fac/
The Federal
Reserve Board
Source of key interest
rates
www.federalreserve.gov
Financial
Accounting
Standards Board
(FASB)
Summaries of recent
accounting
pronouncements and
other FASB activities
www.fasb.org
FASB codification:
http://asc.fasb.org/home
(continued)
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Web site Name Content Web site
Government
Accountability
Office
Policy and guidance
materials and reports
on federal agency major
rules. Also responsible
for oversight of the
Recovery Act
www.gao.gov
Recovery Act oversight:
www.gao.gov/recovery/
Governmental
Accounting
Standards Board
(GASB)
Summaries of recent
accounting
pronouncements and
other GASB activities
www.gasb.org
Governmental
Audit Quality
Center
A firm based voluntary
membership center
providing information
and resources to those
performing
governmental audits
http://gaqc.aicpa.org/
Government
Printing Office
Access
Includes a
comprehensive list of
official federal
resources available
(and related links) and
is the official online
bookstore for
government
publications
www.gpoaccess.gov
IGnet Includes electronic
versions of the audit
review guidelines that
the Federal Inspectors
General used in
performing reviews of
selected single audits
www.ignet.gov/
Office of
Management and
Budget (OMB)
Includes information on
the federal budget, the
President's
management agenda,
and regulatory and
legislative information
and OMB circulars.
Also includes guidance
related to Recovery Act
funds
www.whitehouse.gov/omb/
Recovery Act guidance:
www.whitehouse.gov/omb/
recovery_default/
Public Company
Accounting
Oversight Board
(PCAOB)
Information on
accounting and
auditing activities of
the PCAOB and other
matters
www.pcaob.org
(continued)
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Web site Name Content Web site
USA.gov All government
agencies can be
accessed through this
portal
www.usa.gov
USAspending.gov Searchable data base
with information on
government contract,
grant, and other award
data (relaunch of
fedspending.org)
www.usaspending.gov
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